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PART  I 
INTRODUCTION 


The  Hydro-Electric  Legislation  of  the  1916  Session  of 
Ontario  Legislature 


I    The   Acts  concerning  Niagara   I'owor 
which  have  recently  been  passed  into  law 
by  the  Legislature  of  the  Province  of 
Ontario  have  again   brought   the   whole 
question   of  theexploitation  of  power  into 
the  field  of  public  controversy.  The  cir- 
circumstances  attending  the  passing  of 
these  Acts  were  snch  that  so  far  from 
settling  anything,  the  legislation  has  in 
!effect  unsettlod  the  credit  of  the  prov- 
ince at  a  most  critical  moment  in  the  his- 
tory of  the  country.  The  Acts  in  ques- 
tion were  brought  in  on  the  very  eve  of 
the  close  of  the  Session   of  1916   trnd 
passed    without    amendment    and    prac- 
tically   without    discussion.     Important 
alterations   in   the   Provincial  law   havt 
thus  been  effected  in  haste  and  without 
the    consideration    for    which    the    very 
institution    of   Parliament    was   devised 
to  provide.     Moreover,  steps  have  been 
taken  which  are  designed  to  add  largely 
to  the  public  debt  of  the  province  and 
at  the  same  time  to  depreciate  the  value 
of  investments  in   works  of  public  ad- 
vantage which  have  been  made  by  Bri- 
tish and  other  investors. 

Although  the  controversy  over  Niasara 
Power    has   been    proceeding    for    many 
years,  important   legislative  steps   have 
j  been  taken  again  and  again  in  this  hap- 
!  hazard  manner.  The  powers  of  the  Pro- 
vincial Executive  have  been  repeatedly 
strained    to    carry    into    effect    projects 
which  were  assumed  to  be  in  the  public 
interest,  without  any  apparent  attempt 
on  the  part  of  those  who  promoted  them 
to    preserve    any    continuity    of    public 
action   or  to   meet   the  obligations  into 
which   the  same   or  previous  Executive 
Governments  bad   deliberately  entered. 


Oondenied  Narrative  of  Events. 

The  Executive  Government  through 
the  Niagara  Falls  Park  Commissioners 
entered  into  agreements  with  certain 
companies,  among  them  the  Ontario 
Power  Company  and  tlie  Syndicate 
which  afterwards  became  the  Electrical 
Development  Company  of  Ontario.  In 
general  terms  these  agreements  permit- 
ted the  respective  Companies  to  take 
specified  quantities  of  water  from  the 
Niagara  or  Welland  Rivers  for  specified 
rentals  payable  to  the  Commissioners. 
Tlie  latter  bound  themselves  not  to  lease 
similar  powers  to  any  otiier  "Company 
or  person"  at  less  rentals  than  those 
payable  under  the  Agreements  by  the 
Companies  in  question. 

The  Commissioners  also  bound  them- 
selves (under  Clause  16  of  the  Agree- 
ment of  29th  January,  190.1,  ratified  b- 
the  Government  on  30th  January,  190.3). 
as  follows:  "The  Commissioners  will 
not  themselves  engage  in  making  use  of 
the  water  to  generate  electric,  pneumatic 
or  other  power  excepting  for  the  pur- 
poses of  the  Park."  The  only  other  ex- 
ception mentioned  in  the  clause  relates 
to  the  case  of  failure  on  the  part  of  the 
licensees  to  carry  on  the  work. 

Under  these  Agreements  the  right  to 
take  water  and  to  eenerate  power  from 
the  Niagara  or  Welland  Rivers  was  sold 
to  the  Companies  for  a  certain  conjid- 
eratinn,  the  Government  on  its  part 
asTccing  to  refrain  from  taking  water  or 
from  generatinsr  power,  while  at  the 
same  time  the  control  of  Niasrara  Palls 
in  so  far  ns  it  comes  within  the  jurisdic- 
tion of  the  province  was  fully  reserved 
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to  tlie  Hrovincial  Legislature  and   pro- 
vision was  made  for  the  settlement  of 
any     dispute    between     the    Provinoial 
authorities  and  the  Companies  by  sub- 
mission to  the  law  rourts  of  the  Prov- 
ince.   On  the  faith  of  these  Agreements 
duly  ratified  by  the  Government  and  the 
Provincial  Tiegrislature  tlie  funds  neoe-;- 
ary   for  tlie   prosecution   of  the  enter- 
prise  were   proeurctl   and   tlie   construc- 
tion  of   the   plant    effected.     T)ie  joint 
stock   companies   to   whom   the  Govern- 
ment had  granted  licenses  paid  rentals 
and  taxes  to  the  Government  in  respect 
to  these  licenses,  they    were   under  tiie 
control  of  the  Government  and  the  capi- 
tal with  which  the  enterprise  had  been 
developed  was  provi(^e(l  on  the  fnith  of 
the  licensees  and  in  consequence  of  the'ii. 
In  the  year  1905  two  ('omimnies  werij 
actually  engaired  in  tlie  production  ami 
distribution  of  power,  and  a  third,  viz, 
the  F^lectrical  Development  Company,  as 
above  mentioned,  was   in   course  of  in- 
stalling its  plant  for  tlie  production  and 
distribution  of  12').000  horsepower.  The 
latter  Company    encountered    great    en- 
gineering difficulties  in  the  construction 
of  its  plant  and  had  not  yet  begun  to 
distribute  electricity,  when  an  agitation 
began  among  some  of  the  municipalities 
of  Ontario    for  cheap  electrical  power. 
The  promoters  of  this  agitation  would 
not  wait  for  the  effect  of  the  competition 
which  the  increased  supply  of  electricity 
might  be  supposed  to  induce,  but  insist- 
ed upon  the  promotion  of  a  scheme  under 
which  certain  municipalities  would  em- 
bark   co-operativelv    in    the    production 
and   distribution   of   power.  This   muni- 
cipal agitation  was  superseded  by  a  pro- 
paganda   for    a    project    by    means    of 
which    the  Province   sh.,ald   enter  upon 
its   own    account    into    the   business    ot 
electrical  distribution.     Neither  of  these 
agitations  was  based  upon  plans  formu- 
lated by  competent  persons.    They  were 
both    conducted    with    much    rhetorical 
exaggeration   and  appeals   to  prejudice 
Nevertheless  the  Government  was  hypno- 
tised bv  the  advocates  of  the  schemes 


and  was  induced  to  commit  itself  to 
their  support  without  regard  to  the  fact 
that  it  had  quite  recently  contracted 
obligations  with  which  support  of  the 
schemes  was  quite  inconsistent. 

Under  the  hypnotic  influences  which 
have  been  mentioned  tlie  Government  se- 
cured the  passing  of  legislation  which 
established  the  Hydro-Electric  Commis- 
sion with  extraordinarily  wide  powers. 
The  members  of  the  Commission  were 
appointed  by  the  Government  in  Janu- 
ary, 1906,  and  the  construction  of  a 
transmission  line  was  commenced  after 
the  Commission  had  made  an  inquiry 
which  extended  over  about  two  months, 
a  rather  inadequate  period  for  such  an 
undertakini". 

Tlie  Acts  by  means  of  which  the  On- 
tario   Government    embarked    upon    the 
distribution    of    power    in    competition 
with  its  own  licensees,  to  whom  it  had 
immediately    before     granted    exclusive 
licenses,  created  much  uneasiness  among 
those  who  bad  invested  their  money  in 
these  enterprises,  as   .veil  as  among  in- 
vestors   in    Canadian    enterprises    gen- 
erally.    Attempts  were  made  to  placate 
these    investors   by    solemn     assurances 
that   interests   which   had   been   created 
by  the  Government  would  be  protected 
by   it:   but   these  generalities  were  ac- 
companied by  others  in  which  the  people 
were  told  that  power  must  be  as  "free 
as  air"  and  the  power  should  be  "sun- 
plied  at  cost,"  altogether  contradictory 
and  inconsistent  propositions. 

In  other  words,  the  public  were  delud- 
ed by  promises  impossible  of  fulfilment 
while  an  attempt  was  made  to  delude 
the  investor  into  the  belief  that  the 
Government  was  not  contemplating  an 
act  of  spoliation. 

Members  of  the  Government  repeated- 
ly disclaimed  any  intention  of  ruining 
the  Companies  or  of  depreciating  the  in- 
vestments which  had  been  made  through 
them;  but  these  verbal  assurances  had 
no  real  meaning.  Tiiey  were  belied  by 
the  Acts  which  were  being  forced  on  the 
licgislation   and   the  public.     Unfortun- 


Hydro  Legislation  of  1916. 


ately  for  the  Oovernment  it  has  plated 
itself  in  a  dilemma  from  which  there  is 
no  escape;  either  it  did  not  know  what 
it  was  about  and,  therefore,  suffered 
itself  to  be  deceived,  or  it  knew  what 
it  was  about  and  soothed  the  Companies 
with  soft  words  while  it  was  at  the  same 
time  conflsoatinjt  the  property  which  it 
had  sold  to  the  Companies  and  for  which 
it  was  pocketing  the  price. 

The  investor  is  undoubtedly  expected 
to  take  into  account  the  hazards  of  a 
business  into  which  he  puts  his  capital; 
but  among  these  hazards  it  has  not  been 
customary,  in  countries  within  the  Bri- 
tish Empire,  to  regard  the  repudiation 
by  the  Government  of  an  explicit  eon- 
tract  or  of  an  obligation  arising  out  of 
such  contract  as  a  hazard  properly  at- 
taching to  the  enterprise.  The  capital 
which  had  been  invested  in  the  exploita- 
tion of  Niagara  Power  on  the  Canadian 
.side  of  the  line  was  not  Canadian  capi- 
tal, it  was  almost  altogether  British 
capital  or  capital  obtained  through  Bri- 
tish connections. 

The  Acts  of  an  Executive  Government 
are  with  difficulty  called  in  question. 
Through  the  legal  fiction  of  the  irrespon- 
sibility of  the  Crown,  transferred  with 
extremely  doubtful  propriety  to  a  small 
and  not  very  stable  group  of  party  poli- 
ticians, it  is  a  really  grave  affair  to  call 
their  proceedings  in  question  no  matter 
liow  injuriously  these  proceedings  may 
affect  either  private  interests  or  the  pub- 
lic interests  of  the  state.  The  more  arbi- 
.trary  its  actions  the  more  tenaciously 
will  the  authority  which  commits  them 
refuse  to  have  its  proceedings  called 
in  question.' 

Thus  the  Acts  by  which  the  Ontario 
Government  embarked  in  competition 
for  the  distribution  of  electrical  power 
with  its  own  licensees  to  whom  it  had 
deliberately  granted  exclusive  licenses, 
were  difficult  to  overturn  no  matter  how 
injuriously  they  affected  these  licensees 
and  no  matter  how  visionary  were  the 
projects  upon  which  the  propaganda  of 
their  promoters  was  based. 


In  extenuation,  members  of  the  Govern- 
ment pointed  to  the  provision  that  con- 
fined  the  operations  of  the  Commission 
exclusively  to  the  distribution  of  elec- 
trical power  and  explained  that  naturallv 
the  Commission  would  purchase  the  pow'- 
er  which  it  required  from  the  produc- 
ing Companies  already  in  existence.  It 
was  evident  that  the  Hydro-Electric 
Commission  was  placed  at  least  in  the 
position  of  highly  favored  middleman  if 
not  even  of  monopolistic  intermediary 
between  the  producers  and  consumers— 
a  position  in  short  which  enabled  it  to 
dictate  the  price  at  which  current  would 
be  supplied. 

The  Hydro-Electi  'Jommission  began 
early  in  its  career  i  take  arbitrary 
measures.  It  rode  roughshod  over  all 
private  rights,  not  only  ove  those  of 
Companies,  but  over  those  of  individu- 
als, and  it  sheltered  itself  behind  the 
preiwsterous  provision  in  its  Acts  that 
it  should  be  immune  from  prosecutions 
in  the  courts  of  law.  For  those  to 
whom  exercise  of  power  is  a  novel  ex- 
perience, all  law  is  martial  law. 

Either  through  ignorance  or  through 
defiance  of  the  Constitution  upon  which 
our  liberties  are  founded  the  provision 
of  Magna  Carta  "To  no  one  will  we 
sell  or  deny,  or  delay,  right  of  justice," 
has  been,  we  may  hope  temporarily,  sus- 
pended by  the  Ontario  Legislature.  That 
this  is  no  phantasy,  but  a  very  real  sus- 
pension may  be  gathered  from  the  fact 
tliat  the  Attorney-General  of  the  Prov- 
ince has  already  twice  refused  a  fiat  tc 
permit  suit  against  the  Hydro-Electric 
Commission  on  the  ground  that  the  Acts 
constituting  the  Commission  give  it  im- 
munity. 

But  the  ambitions  of  the  Hydro-Elec- 
tric Commission  were  not  satisfied  wit' 
the  position  of  monopolistic  intermedi- 
ary between  the  producer  and  the  con- 
sumer. It  demanded  power  to  produce 
as  well  and  to  produce  without  payment 
to  the  Government  of  any  rentals  or 
taxes.  With  this  advantage  secured  at 
the  expense  of  the  taxpayers  of  the  Pro- 
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vince    l„i-   flH,   benefit    „r   n 

"ts  rates  for  power  into  hi  '    """ 

its  promises  TtZt  I    th       ""*'  '"'"' 
involving  itseirlit...;;,:,";  ■r*'  ""^ 

re^lttlTJt  '"r"  "''^■""""'«''  '""^ 

•ure   powers    t„    n*"'^  """"^"'-^  '"  - 
powers   to   produce   eleetrieitv    i> 

t"  eliminate  tCZ;:^7Z  T' 

OovpS^     ;^''''*""    f^-nmission.      The 
"o^erament    rapitulated    to    these    H. 
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prolix  than  is  „U  ns.ui  0  "rr 
«n.l  thev  must,  moreover  be  taken  aTn' 
-.th  numerous  other  Stalutes  relati„;  r: 
the  same  suhject  passerl  ./•"*""?'" 
v-iiis.      Anart    f,       Vx.        "*    Previous 

Iran  liiai  ,„  a„    „,  i; 

Sr"M"*'  '""^•-^  •V.l.menT'^V 
I'eopic.      rhev    are    mer^Iv    ,„ot_ 

ofautoeratieVowerrJLs^lSr 
atmn   the   forms  of  Parliamen tarv   pro 

For"?.    '"'*'   ''''"    -ndeninblv   stiined" 

fahl    u    .  -1 1  ''"^•''■'"r  nnthoritv  seems 
fo  be  absolutely  indisponsable. 


'I'l'f  J)rii„.ip„j  objertionahl..  f    . 
the  recent   Umslatinn  f«"»'"res  ,n 

abrogation  ot  «  'o^  ""  »"  "'«  «Plieit 

^•"".Panies  in  ^s^rtl  "tf  ^l-^''^"^ 
««ter  and  the  production  ItV"'''''^  "^ 
tl'e  "'quisitorial  funetio"  °^.f°*er,  «nd 
''•«  first  time  entn.s  1.  ,  - '^  "'  ^«^ 
Kl-trie  Commission      '  ''  *'"'  ^^''r''- 

The  clause  in    th/.  „  •  ■     . 
«itb   the   Eleetrical   n-^""  ^°"*"«'t 
'•any  by  which    be  ^^   P"*"*  ^'"°- 
'""^  to  refrain  from^» !""'"'   ""-^er- 

'ribution  has  alreadv  b.»  '"'^''''  '*'«■ 
^''«  faith  of  this  ami  h"""***^-  ^P"" 
f'-e  contract  the  oao"taI  t'  u'*"'«»  '" 
Pended  by  this  Comi'"'  '"'"*'''  *«»  "- 
•"-%  in  io'^rPJ^,:*'  ""Gained 
'•••ant  Which  was  n^cesstv  ;  T^^''^ 
'■'"-tion  of  its  quota  T^  *"  *''«  P*""- 
structed.  ^      "  "^  P"«er  was  con- 

.>«'«''«  ithstandin-  the  nr„.  •  • 
"rijfinal   eontrac      m1    ?"""""  "'  ""'^ 
"''>ity  empowers' ti'o^''*  of  1916  e.v- 
niission  to  „se  the  wat         JT*"*  ^^^m- 

-rVVellandRitt.ndL/'!'''"^''''' 
necessary  works  f„-fh  "<*"«*••"«*  the 
«•'«"  tricai  ener^;  ""  ^""e^tion  of 

it  l°S:rtr^^^;'a"se  effective 
tinn  under  the>o„t™ct  1  *•"  ""'"«- 
^<J-  An  attempt  to  itr''"  ."''°*'''"- 
"ation  is  made'  n^'the  ;r  *'"  "''"■ 
manner:—  following-  naive 

"flip  exen'igo  nf  n, 

Vini""   "    •"ak'nB    i4   ;f   ,h"  """  ■•«  •teemed 
•^InjMr.i    Hirer    »,.    1       '*'^    ""e    ifaterM    nf    »T 

»'»"<;    power    wml'"Tr"'  ""^'■'""or   pnef,*' 


Th       1  .  '  "•  " 

-rding  t?f,rc7r  °'  '""^""«  "  - 

;'fit=wh:tm:anlnr3\o":,Vb'^r"r 

t"  the  words  "taking"  w  ^^ """'"''e'l 

"■••-'-"  is  not  dtdo^ed  tI.-""  ""'^ 
Tdinaiy  piece  of  ril-  .  .■  ^''"'  ^**'"a- 
«el]  hZe  been  evn^"!*"'"  "'^''t  "s 
-eaning^f7hir7cr'w^;"'"V"t'- 
-^--    the    Niagara'-^Ri^rt    not"^i 
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Kiver,  an  agreement  is  not  as  as^reement 
nonsense  is  not  nonsense."       '^    *"*"*• 
The  serious  matter  is  not  merely  that 

and  the  Legislature  ridiculous,  l,„t  that 
a  measure  could  he  proposed  and  pa    ". 
,  which  del  berateJv  set  ii«iH»  »    ""  J'*"*"" 
Which  the  OovernCnV't :  'ZTv': 

ated  from  the  Ontario  Statute  Book  no 
;jf  Jf'  '^''«»-- -n  he  eonclude^wilh 
the  Ontario  Government  with  safety  to 
he  investors  whose  money  is  invoTved 

I  i,  '^m  'i'*''"?  "^  "'«  ^»''«'-  eontrover«v 
•8  filled  with  the  record  of  arbitrarv 
acts  eommitte,]  by  the  Provinci;  G„7 
ernment  and  its  attendant  and  su.LS  .' 
ate    Commission,    whose    contracts    the 

o    th^o'"'''''  ''  ^""^  ^''^  oonvenTcnce 
do   o   TZ"r'\'  'I  *''«  Commission  t, 

Iprenare  fK       "  ^°"'P»"'««  '«  order  to 

E        e*'iJia?aC;«-'^;''"-!«P''"«- 
l„,        ji        '"""™   *^ark   Commiss  oners 

ISv"  "a?  fh  '""^  *?""  '"»"-•  ''" 
iHvdroFlf  *o^  'nstigation  of  the 
|H>dro-EIectric  Commission.  arbitrariK 
Iproposed  to  diminish  the  quan  tv  „f 
[water  which   the  Companies   were  U 

Itrom   the   Niagara   River.     This   reduc- 
l<.on    was   proposed   in   191.3   before   the 

liT  the    n  r  ^'■'^«"*'''"  f""-  the  change 
Icomrn-    ^^''^'    "^    '''«    Hvdro-Electric 

Ef  h  "!'   "P'-'P'-'afory  methods 

I    £  *  ^^  permitted  to  go. 

the    WvV*'il  '^!'^'*'""  P''''^''^^  «'•""  that 
pe    Hydro-Electric   Commission,    acfin- 

fc    plwer'Vr'^-*'"  ^''^  '^'  "-'"t- 
in«    rower    Companies,     mav     exercise 

tectTo'  tr'  rf'*""'-'"^--"'" 

fespect  to  the    plants    of    these    Com- 


'■■'mm  r?,t'  "'""'  !»••'  I>J  the 

-.".i.  of .  oo';i:;  IX,:";.".- 
-f .:  "i,':.%:r;- -; 

neo-Iect    thnf  „,  '^  ""*"'   to  be  hkely   to 

.,.f  SI",;  S  =;'.■'-« 

Pl.v  of  power  to  their  customers  bv    ho 

j^t  it  appeS:;"  tl "  t'Toi^'itr.'f 

hampered    by    the    competition    of    to 

Sa      U    demT';"'"?./"  """''  »"    ''» 
which    f^r^'    '*'"    ^""^her    powers 
»wL     !  r  "'  ""'•*''«^<J  •""«*  drive 
^dnctr  of""  •  "*  r'  ''"^'"-«'  ""t  hv 

anr:ste:^^rod'rfii^::r- 

"P  their  plants  y.v  foj ^Se.    A  i;' 
this  IS  done,  the  Hydro-Electric  rommis 

prices    and    conduct    its    aflTair?    a«    if 
iTOilv  lo  (ho,,  ,.h„  „^      ., 
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stitutes  another  8tep  towards  the  elim- 
ination of  rompetition  in  the  supply  of 
oleetrical  power.  If  by  means  of  its 
provisions  the  joint  stock  companies 
producing  and  supplying  power  under 
Government  license  are  driven  out  of 
business  through  acts  of  the  Legislature, 
the  public  will  be  left  at  the  mercy  of  a 
monopoly  created  by  the  Government 
and  entitled  by  the  acts  of  the  Govern- 
ment to  fix  prices  for  itself  and  to  be 
judge  in  its  own  causes.  Its  hhtory  has 
already  shown  that  it  can  be  guilty  of 
arbitrary  conduct  and  that  the  ordinary 
law  courts  are  closed  to  suitors  against 
it  who  may  have  reason  to  complain  of 
injustice. 

So  far  from  Jtcing  an  incident  in  pro- 
gress, the  tendency,  of  which  the  Hydro- 
Blectric   Commission   is   an   example,  to 
entrust  Governmental  a.<:cncie8  with  in- 
dustrial functions,  is  nn  incident  in  re- 
action.    It   is   manifestly   dangerous   to 
permit   a   small   group   of   party   politi- 
cians   temporarily  endowed  with  politi- 
cal   power   through    elections    on     alto- 
gether different    issues,   to   exercise   in- 
dustrial  fimctions   either  by   their  own 
direct  action  or  by  proxy.     This  unto- 
ward experiment  has  been  attempted  on 
a  large  scale  by  Germany,  and  thj  conse- 
quences   t      the    world    of    the    govern- 
mental absorption  of  industrial  and  fin- 
ancial resources  are  very  obvious.  Under 
the  pressure  of  extreme  emergency  other 
Governments  have  been  obliged  tempor- 
arily  to   mobilize    their   resources:    but 
the  peaceful  progress  of  mankind  would 
be  at  an  end  if  at  the  close  of  the  war 
srovernmental   control   were   not  relaxed 
in  order  that  private  enterprise  may  be 
resumed.     The  mobilization  of  industry 
in  Great  Britain  has  shown  how  readilv 
private  enterprises  can  in  case  of  need 
he  turned  to  public  uses,  and  has  also 
shown  how  difflcult  it  is  to  expand  pub- 
lic institutions  to  meet  sudden  increase 
of   demand.     The   lessons   conveyed   by 
the  remarkable  development  of  produc- 
tive power  in  Great  Britain  are  whollv 
in   favor  of  the  encouragement  of  pri- 
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vate  rather  than  government  enterprise 
Jn  Ontario,  of  all  provinces  in  this 
country,  there  is  little  need  for  govern- 
mental attempts  at  industrial  monopolv. 
The  capital  necessary  for  the  develop- 
ment of  industry  has  been  obtained 
through  private  energy,  and  it  has  not 
been  necessary  for  the  province  to  in- 
terpose its  credit.  The  revenue  of  the 
province  is  largely  derived  from  the  tax- 
ation of  joint  sto.;k  companies.  Sound 
administration  appears  to  lie  in  the  en- 
couragement of  the  investment  of  capi- 
tal in  the  province  rather  than  in  the 
confiscation  or  legislative  depreciation 
of  capital  already  invested  in  it.  Such 
Acts  of  the  lycirislnture  as  those  which 
have  been  referred  to  have  indisputably 
the  effect  of  checkin<r  the  importation  of 
capital,  and,  therefore,  of  raising  the 
price  of  it,  n.s  well  as  of  placinsr  an  em- 
bargo upon  individual  initiative  and 
owrgy.  The  effect  of  these  measures 
nnd  of  the  iittitude  of  mind  of  which 
tliev  arc  the  outcome  must  be  to  drive 
active  and  able  men  out  of  the  country 
nnd  to  deteriorate  the  individualitv  of 
those  who  remain  in  it.  One  of  the 
pregnant  sentences  in  .John  Stuart  Mill's 
famous  essay  "On  Liberty"  is  the  fol- 
lowing:— 

It  is  not  p  ssible  to  make  power  or  to 
make  anything  Ise  "free  as  air,"  but 
if  it  were  possible  to  do  so  without 
fnnsible  price,  and  if  the  price  of  get-  i 
ting  electricity  for  nothing  were  a  ^•heck  f 
upon  individual  enterprise  and  upon  the 
freedom  and  security  of  investment  of 
capital  from  abroad,  that  price,  intang- 
ible as  it  may  appear  to  the  orators  who 
Iiave  hypnotized  the  Government  of  On- 
tario, would  be  ruinously  high. 

N'o  one  who  dispassionately  examines 
the  Acts  of  the  local  TjegisT-ture.  by 
means  of  which  these  thinss  are  per- 
mitted to  he  done,  can  avoid  thr  con- 
clusion that  they  ought  either  to  be  re- 
pealed or  disallowed. 
1916 
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Public  Ownership  and  the  Hydro-EIcctric 
Commission 

Atmud.  o,  th.  Public  Towrd.  8ut.  Con.ro.  .„d  SU.e  Ent.rpr.^.. 


The    public  attitude    towards  flu-  re- 
ation   of   the   State    to    industrial    ac- 
tivity  may    be   described    08   havin.'   at 
any  time  one  or  other  of  four  character- 
istics.   The  attitude  may  be  one  of  pure 
indifference;    it    may   be   one   of  acute 
«ritici8m;    it    may    be    one    in    which 
importance  is  attached  to  bureaucratic 
control    of   industrial   activities:    or   it 
may  be  one  in  which  importance  is  at- 
tached   to    ownership    of   the    material 
means  and  bureaucratic  direction  of  the 
services  by  which  tlieae  industrial  activi- 
ties are  exercised. 

(a)  Indifference  may  be  rcpanlt-d  m 
the  normal  attitude  of  the  public  to- 
wards the  conduct  of  its  affairs  by  tlio 
Government. 

_    Public    indifference    is    by    no    means 
incompatible   with    bureaucratic   control 
and  bureaucratic  direction.  In  fact,  it  is 
extremely  usual  for  public  indifference 
to  supervene  when  a  functionary  is  ap- 
pointed  to   perform    some   bureaucratic 
act.       Now  that  is  settled!"  people  sav. 
and  forthwith  go  their  way  and  for.^et 
all  about  the  matter  that  aroused  their 
enthusiasm,  the  net  result  of  the  a-nta- 
tion  beinsr  the  addition  of  another  proun 
of  salaried  officials,  workinsr  for  some- 
what less  than  the  normal  wa?es  in  such 
employments,  and  at  somewhat  less  than 
the  normal  efficiency,  of  another  group 
ot    departmental    buildings    and    of    a 
more  or  less  considerable  sum  to  the  an- 
nual public  budget. 

(b)  Acute  criticism  on  the  part  of  tlie 
public  IS  rare. 

,  (e)  During  certain  phases  of  popular 
interest  importance  is  however,  some- 
times .lustly  attached  to  what  is  called 
public  control;  but  what  should  rather  be 
called  official  or  bureaucratic  inspection 
or  interference.  In  the  case  of  the  ad- 


to  be  sa  d  in  favor  «f  „m  ■    1  •        "^" 

I'v   agents   of  th.  '""*  '"^f^-Ho" 

nC„  .•  .  "'*  «^"vernment,  and  of 
prosecution  m  the  ordinary  law  cour  s  f 
those  who  are  alleged  to  have  inf  [  " 

'he  difficulties  which  have  arisen  in  this 
ountry  and  in  the  United  State"  fn  th, 
a  minishntion  of  such  laws  have  bee „ 
'l"e  primarily  to  the  weakness  of  Ih^ 
;-e.utive  government.  The  Sts  thiv 
t.ave  app,„„ted  have  often  b^n  i„efflcT 

political  ch«r::;rof7r;;;s;n?s^ 

In  c„„«,.q    „,,  „f  ^,,^^^  conditions  the 
factory  acts  and  the  like  have  not  been 
adrnmistered  as  they  should  have  beTn 
This  applies  very  specially  to  the  Pro- 
vince of  Ontario. 

tacS/-'"''**'"*f""'  '■'*  "'"°  so'netimes  at- 
tached ,n  certain  pliases  of  popular  in- 

sion  of  ?h  f^  '  •■"""•"  P"Wic  posses- 
sion of  the  material  means  and  official  or 
bureaucratic  control  of  these  and  of  the 
human  services  by  which  the  industrial 
ciseT        '"  "PJ«itation  are  exer- 

The  last  of  these  need  alone  concern 
"s  at  the  moment.  By  the  right  of  emin- 
ent domam  the  state,  may  under  certain 
ronditions  more  or  less  customarily  re- 
cognized by  statute  law,  enter  into'  pos- 
session of  the  property  of  private  citi- 
zens; but  the  exercise  of  this  right  may 
be  abused  and  in  the  past  has  so  fre- 
ouentlv  been  abused  in  many  countries 
fnat   great   historical   quarrels   between 
the  common  people  and  their  rulers  have 
arisen  out  of  abuses  in  the  exercise  of 
executive  power  in  the  seizure  of  private 
property.     Indeed,    in    consequence    of 
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tHese  long  struggles  in  Great  Britain, 
private  property  has  long  been  regarded 
as  safe  from  confiscation  by  the  Crown. 
In  this  country,  however,  where  those 
to  whom  the  executive  authority  is  en- 
trusted by  the  people,  are  novices  in  the 
exercise  of  power  and  are  for  the  most 
part  Ignorant  of  the  law  i.nd  practice  of 
the  constitution,  seizure  of  private  pro- 
perty, even  of  property  explicitly  grant- 
ed by  the  Crown  for  payment  by  the 
grantees,  is  by  no  m  iins  unknown. 

In  the  sense  that  anything  which  in 
the  opinion   of  the  competent   authori- 
ties may  be  regarded  as  indispensable 
for  the  service  of  the    State,   may   be 
taken  by  the  State,  the  fact  of  public 
ownership  of  all  property  movable  and 
immovable   in    the   last   resort   may  be 
taken   for  granted,  but  the  expediency 
of    exercising    this    right    excepting    in 
cases   of  emergency   mnst   be   seriously 
questioned.     If  the   seizure   of  private 
property  by  functionaries  of  the  State 
becomes  usual,  then  clearly  the  citizens 
of  the  State  must  either  revolt  or  leave 
the  country.     If  the  seizure  applies  to 
those  who  are  not  citizens  of  the  State— 
the  act  may   bring  about  international 
complications,  or  even  war.    In  any  case 
such   seizures   must    inevitably   ten<i   to 
prevent   people    from    immigrating   in>^- 
the  country  where  they  take  plac     and 
must  also  tend  to  prevent  the  importa- 
tion of  property  in  any  form.    In  other 
words  a  policy  of  seiziire  by  the  State 
of  property  belonging  to  private  persons 
is  disadvantageous  to  the  State,  and  may 
eventually  lead  to  its  ruin. 

The  acquisition  of  private  property  by 
the  State,  or  by  an  authority  endowed 
with  power  delegated  by  the  State,  by 
means  not  of  explicit  confiscation,  but 
of  compulsory  purchaso  presents  simi- 
lar features.  In  all  compulsory  purchase 
there  is  an  piemen*  of  confiscation,  and 


in  so  far  as  this  element  exist.,  it  con- 
tributes   to    the    di«idv.nt.ge    of    the 
State.    Property  is  concealed,  owneri  of 
It  emigrate,  and  immigration  is  eheeked 
tven  ,n  cases  where  property  is  not 
acquired  in  either  of  the  way.  described, 
hut  IS  either  in  ancient  possession  by  the 
Mate,    or  is  acquired  by  it  through  volun- 
tary sale  at  a  fair  price,  there  is  rarelv 
an  advantage  to  the  State  in  the  admin- 
istration of  public  property  by  atate  offi- 
cials. Such  administration  may  in  some 
cases  be  a  public  necessity,  as,  for  ex- 
ample, in  the  provision  of  buildings  for 
the   administration   of  justice,   for   de- 
fence, and  for  a  limited  number  of  like 
purposes;  but  where  industrial  functions 
which  have  been  or  may  be  as  efficiently 
or  more  efficiently  exercised  by  private 
persons,  are  forcibly    handed  *  over    to 
public  functionaries,  there  results,  in  al- 
most all  known  .ases.  loss  to  the  State, 
and    disadvantage    to    the    community, 
hven  where  the  desire  on  the  part  of  tile 
State  officials  is  to  perform  their  func- 
tions in  the  same  manner  as  thev  would 
if  they  were  private  employees,  they  are 
invariably  exposed  to  political  influences 
and  the  considerations  which  determine 
their  actions  become  quite  irrelevant  to 
the  business  in  question.  Thus  state  con- 
ducted enterprises  always  cost  more  to 
the  community  than  enterprises  conduct- 
ed for  commercial  profit,  ft  may  he  held 
as  susceptible  in  each  case  of  indisput- 
able   proof,    that    excessive    commercial 
profits  are  of  very  short  duration.  Tliere 
is  no  known  case  of  absolute  monopoly; 
l-ecause  there  is  nothing  and  no  service 
for  which  a  substitute  has  not  been  or 
may  not  be  found.  Moreover,  high  rates 
do  not  mean    hish    profits,    because    in 
general  the  higher  the  rate  the  less  the 
demand.     The  point  on  a  curve  of  rates 
at    whioh    the   profits   are    highest    is   a 
point  at  whir-h  the  demand  is  relatively 
great,  because  the  rate  is  relatively  low. 
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""  *'»«^'.P'«r8m.8  the  policy  of  "nnh 

ownership"  of  tie  function,  prot 
'"  '*  ''^»  Oovernment  owing  to  the  ore 

,  "V    '"*^>  '"•'«'"•  "nsiu'cessfullv  to  un 
'lersfand  during  the  oompara HveV^h^rt' 
;;-••;•  «f  their  -dmimstra.ion  Ld   to 
edr7:r"'    "'    ""^   resources    an.I 

""'"  "'"'  P»I't'«-s    and    business   are 

".fer,.ha„^,eal.le  expressions. 
The    disadvantages    involved    in    the 

above   objections    are    rarely   off^^t    by 

-rrcspondmg  advantages,  key  are  in"^ 
ded  only  offset  in  one  case  viz  the 
"««-  of  an   industry  which   no  private 

tare"itrerT"''  "'  ^"°"«  -"  »"  "  ' 
take  either  because  of  its  relatively  „n 

Cl'^l:''"""'''  "^  because   7  Z 

3"';';  L  '''  """'''''-?  -y  -venue 

time!  °"  appreciable  period  of 

e^^rl       "••'''^'"'■""^'^♦""•«»'ydro- 

ofwaer'l  ''"''•  '^''^  exploitation 
o  water  powers  in  the  Province  has 
een  sho«-n  to  be  one  of  those  iZ 
'l'-«fnes  for  which  ample  privaTc 
-P.fa  lean  be  found,  p'rovidJd  1' 
part  ot  ,t  ,s  expropriated  by  the 
Oovernment.  There  has  never  been  any 
.msffication     for    Oovemmental    ?nte^ 

x|M.,ted  the  water,  took  no  more  water 
l.a„  they  were  entitled  to  under  their 
.eenses.    Even  the  rate  might  be  trusted 
o  competUion.     Monopoly  i„  powe?  is 
an    .mpo8s,b.hty-there    are    too    manv 
•sources  of  power.  Indeed  the  margin  of 
economic  advantage  even  In  Toronto  is 
by   no  means  always  in   favour  of  hv- 
draulus.     A   fall   in    the  price  of  coal 
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might     teiuiMirarily    tiirow    the    baUnre 
heavily  againat  water  power,  while  im- 
(irovementii  in  the  ateam  engine,  in  in- 
tt'rior  luiubuHtiun  enginvM    or    in    other 
|irime  movt-rg  might  throw  the  balance 
IwraanMitl.v  agaiimt  it.  Exfn  in  the  eaie 
ot  coal,  the  ai-cumulation    of    reserves 
might  remler  the  price  stable  enough  to 
resist  the  sliiM-k  «••'  a  prolonged  strike. 
Such   changes  as   :iave   been   mentioned 
would   seriously   diminish   the   value  of 
the  public  investment.    The  prospect  of 
them    should   certainly   render   cautious 
any  joint  stiK-k  company  engaged  in  the 
business  of  producing  power  and  should 
cause  it  to  hesitate  before  yielding  to 
public   clamour    for   increased    expendi- 
ture of  capital  in  the  teeth  of  unfavour- 
nhle  economic  conditions.     A  public  au- 
thority is  as  a  rule  in  a  different  position 
in  this  respect.  It  must  go  on  with  its 
capital  expenditure,  enlarged  as  this  is 
by   the  circumstance  that   the   price  at 
which  it  offers  its  service  is  unduly  low 
and  is  therefore  hound  to  stimulate  an 
abnormal  demand.  The  end  can  only  be 
ruin  to  the  enterprise  or  continuous  sub- 
sidies from  the  revenuf  from  taxation. 
The  objections  above  detailed  may  be 
illu8trate«1  seriatim. 

That    the    increase   of   political   pow- 
er is  a  main  motive  in  "public  owner- 
ship" propau'anda  is  evident  from  the 
fact  that  wherever  it  has  made  its  ap- 
pearance the  persons  or  the  party  pro- 
moting the  propaganda   were  obviously 
infected    with    "the    lust    for    power." 
They  have  indeed  frequently  been  suc- 
cessful in  securing  power  by  means  of 
the     propaganda    and    sometimes     they 
have  exercised   wide   political   influence 
on  the  strength  of  it,  until  the  inherent 
weakness   of   the   scheme    caused    their 
political  downfall  often  as  rapid  as  their 
elevation. 

The  propaganda  of  "public  owner- 
ship" has  only  lately  arisen  in  Canada. 
It  cannot  he  said  to  have  begiin 
here  nntil  after  its  failure  in  some 
other  countries  had  been  demonstrated 
or  nntil  after  its  reactions  in  these  and 


other  eountries  bad  diieloMd  to  the  eare- 
ful  critic  its  serious  drawbaeka. 

The  propaganda  is  thus  not  the  out- 
come of  "advaneefl"  political  or  eeon- 
omical  s|)eculation  but  is  due  to  imper- 
fect acquintance  with  the  history  of  the 
subject  or  to  reactionary  viewa. 

In  France  the  failure  of  "publie  own- 
ership" as  a  policy  uas  fully  diseloaed 
in  1848-49;  and  this  failure  waa  in- 
fluential enough  to  retard  the  progress 
of  the  propaganda  in  other  countriet  for 
many  years. 

In  the  beginning  of  the  third  quarter 
of  the    nineteenth   century,   interest   in 
"public  ownership"  arose  in  Great  Bri- 
tain  in  connection   with   the  municipal 
administration   of   wat«r,   gas  and   cer- 
tain  other   services.     The   adoption   of 
these  schemes  at  this    period    was    not 
the  result  of  any   propaganda  but  was 
due  in  each  case  to  local  conditions.  The 
return   to  capital   in   manufacturing  in- 
dustry and  ij»  commerce  was  much  high- 
er   than    the    contemporaneous    return 
from  public  services  and  it  was  in  some 
cases    difficult    to    obtain     the     capital 
necessary  for  extensions  especially  when 
these  were  demanded  on  an   increasing 
scale  during  the  great  urban  expansion 
of  that  period.  Thus  up  till  about  1884 
tlioro  was  no  propaganda  in  Great  Bri- 
tain for  "public  ownership,"  but  about 
that  date  the  propaganda  began  chiefly 
in  tiie    municipalities.      A    considerable 
•tumber  of  these  embarked  in  various  en- 
terprises. Within  a  few  years  every  one 
of  the  objections   above    detailed    made 
themselves    evident.     The    debt    of   the 
municipalities  reached  large  proportions, 
the   business  of  the   town   councils   in- 
creased so  much  that  it  was  impossible 
to    obtain    councillors     with     sufficient 
leisure  to  devote  themselves  to  it  with- 
out  the  prospect  of  ulterior  pecuniar>' 
or  political  gain.    For  the  first  time  for 
fully   a  century,    municipal    corruption 
made  its  appearance  and  the  character 
of  the  municipal   councils  steadily   de- 
clined.   By  1905  or  m06,  the  movement 


The  Hvdro.El,ri^  i.. ,     .  ^^ 


luid   worn   it-If  „„,.     ,„p„i,,  p,^^ 
ment  waa  never  affected  by  it  .nd  wm 

VevertheleM,    for    the   purpoM  of  oro. 

acquired  the  telegraph  lervice  and  more 
reoently  .„  .pit.  of  «,riou.  Iom  in  which 
th.   elejrraph  administration  had  ahraj, 
.nvolved  the  co.,„,ry  ar^nired  al.o  Jh. 
telephone  wrvice.       Here      again      the 
objectionable    feature,    made    th.ir    ap! 
Pwrance.    The  condition,  of  the  futu« 
cannot  be  predicted  but  it  i.  unUke" 
that  any  more  propaganda   for  ♦<pab- 
lie  owner.h.p"  a.  .uch   will   have  any 

2    ■ »  '?•  *•"*•*  "•*•  «"  ''hicb  public 
«dm.n,.trat.on  take,  the  place  of  pri. 

Ill  * '";  .!'"  "^  '«'"«  'P«-*«'  «-"l 
«^a.on  and  there  will  not  likely  he  any 

illn.ion  about  economy.  • 

Tlie  most  con.picuou.  caM  i>  that  of 

Germany.     There    "public    ownership" 

.a.  been  adopted  o„  a  large  .oale,  not 
for  the  purpose  of  benefiting  the  com- 
munity but  for  the  avowed  purpos^  of 
.ntensifymg  political  control  over  it 
Bismarck  mw  in  the  State  collectivism 
of  the  German  Socialists  an  idea  valu- 
able to  him  as  the  minister  of  an  auto- 
.rahc  State.    Indeed  it  was  essenti^lto 

<'o.„""       ""'  .^'■*'    *''•*    "    "houW 
own      as  much  as  possible  and  that 

«  I  .ndustiy  should  be  under  its  control. 
All  the  railways  were  speedily  "nation- 
"JiMd,"  and  all  industries  were  o:xani/ 
wl  on  a  quasi-collectivist  basis.  The  re- 
sult ,«  apparent.      The    great    struggle 
which  „  now  going    on    is    developing 
rapidly    mto    a    struggle    between    the 
peoples  who  desire  a  free  economical  and 
'"'■'"',.  /Jevelopment    and    the    Oerman- 
So,.,al„t.a„tocrati..    state   in    which    in- 
•l.vidual  freedom  and  private  initiative 
are  sternly  suppressed.     All  the  world 
has  seen  in  the  living  example  of  Ger- 
many the  complete  development  of  pub- 
'!!•   «w"Prehip    with    its    concomitants- 

ftTI^*'^^''"*''   agreements    and 
Mie   hke.   together  with   systematic   and 


Itnilal   inlliciiun   of  it.   «►;-  •  i 

««  they  are  uZ,  iL        P"""?'"   •««»» 

(»e.many    i.  7„    brier"'  "'  *^""'P*- 

:'P"»'li/ow„eri;ip'''      irmu'.tt''^"'' 
"  ••  fully  .levelojed  '  ^  "''•" 

Increased  publicity  on  the  ZtT/S' 
••orporation.     and     a     IIV^     **'  ^'" 

-ith    reluctance  The'^St'Tf"^? 
People  of  the  United  SUteT^  „    i   "" 

;  Sted^T"'  '""^^^  "•--r 

P:"l'Si-„/t^- 
Ooverment.    with  additional  powerf 

in  Canada  during  the  past  fifteen 
years  propagandists  ambitious  fo/T 
Mercise  of  political  power  «!i  V  !u' 
inten,ifleatiorof  thaf;:;  "'„/;;    J' 

to  mT     K^'  .•      '•  "*•'  •  aufflcient  answer 

ercise  of  power  becomes  a  habit  .nH 
a  country  which  commits  bh  by  bit  SJ 
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control  and  Government  operation  wfl 

oon  have  little  left  upon  which  Jo  b«e 

the  assertion  that  it  is  democratic     Tn 

ZZ7':TJ''  *"•  '"'  -"^  •"  • " 
fnfn  fh  "  u^*.""'™  *''«'  P«°P»e  entrust 
nto  their  hands  the  less  they  have  a 
their  own  disposition.  The  dow„w.H 
path  for  a  public  ownership  governme^ 
l'\l"y  ?"y  «"«•  It  begins  by  own 
•ng  the  public  services,  proceeds  by  re- 

scraps  of  paper,"  and  ends  in  cynical 
autocracy  from  which  there  is  no  ?C 
for  tho  p<>opJe  but  in  revolution 
o.  1»]6. 
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The  Mcund  objection  to  public  owner- 
■nip  ii  the  nbaenre  of  iuapertion  on  the 
P*rt  of  an  independent  authority.  When 
«n  enterpriie  rnniliieted  by  a  private  in- 
dividual or  by  a  Joint  ttoek  eompany 
!•  charged  with  tranigreeainir  the  law, 
the  periona  ronierned  ran  be  brought  to 
book  either  in  the  eonrti  of  law  or  by 
M  applieation  to  the  publie  authority 
to  exerciM    the    viiiutorial    power   in- 
herent in  the  govemment.     Permanent 
organization  for  inapertion  is  moreover 
often  provided    for   certain    groapa   of 
enterpriiM  and   in   lome  caaei  special 
commiHsiona  are  appointed  or  tribunala 
created   for  the  purpoae  of  examinins 
into  the  conduct    of    individual    enter- 
pria*8  or  (croups  of  enterpriaes.     Thus 
for  example,  the  aflfaira  of  a  particular 
bank,    and    the    methods  of  iniuranee 
companiea,    telegraph    companies,    tele- 
phone   eompanies,    railway    companies 
and  the    like    have    been    investigated. 
The  power  of  visitation  and  inspection 
inherent   in  the  government    or     .aced 
in  its  hands  by  statute  is  a  valuable  pow- 
cr.  eVhough  it  may  ho  misiisptl. 

In  the  exercise  of  this  power  the 
Oovemment  acts  or  should  act  aa  impar- 
tial official  authority  Above  all  enter- 
prises bringing  to  book  offenders  againat 
the  law. 

In  the  ease  of  enterprises  conducted 
by  the  r>vemment,  no  auch  impartial 
authority  can  poaaibly  exiat,  since  there 
is  no  authority  above  the  Government. 
Public  opinion  is  not  effective  in  deal- 
ing with  private  enterpriaes,  hence  the 
need  for  governmental  insooction;  it  is 
still  less  effective  in  dealing  with  gov- 
ernmental enterprises  and  thus  no  in- 
spectiAn  of  a  serious  kind  is  possible. 

It  is  true  that  governments  often  ap- 
point special  commissions  of  inquiry  into 
governmental  affairs,  but  even  where 
these  commissions  are  not  ostentatiously 
appointed  to  "whitewash"  the  ffovern- 
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••'•••.«.  the  reference  to  them  is  in  gen- 
-ral  «.  limited  that  thorough  inqliry 
..  nn,H-M.ible.    These  occasion"  coS 

"Jir  .?  •"■  •'•"  ^'  '•••y  "•'•  •"••tire 
within  their  Held  could  not  tak-  the 
place  of  a  continuous  nrgaaisation  of 
inspection. 

It  should  also  be  pointed  ont  that  one 
..;  the  reasons  for  public  diaapproba- 
lion  of  corporate  bo<lies  is  the  sec- 
recy with  which  their  proceedings 
arc  conducted.  Disinclination  to  dis- 
Ho«,  information  is  partly  due  no 
doubt  to  fear  of  giving  advantage  to 
competitors  but  sometimes  it  is  due 
merely  to  believe  that  the  public  has  no 
right  to  ask  f„r  any  information.  The 
-ffect  of  this  attitude  of  mind  on  the 
part  of  the  managera  of  corporate 
bodies  i«  seen  in  the  public  attack  upon 
crporationa. 

A  similar  condition  ia  ariaing  rapidlv 
m  ti-e  case  of  public  ownership  enter- 
priaes.    In  almost    all    casea    the    man- 
agers of  these  are  extremely  reluctant 
t"    jnve    information    about    them,    the 
publiahed   reporta  are  in  general  com- 
piled  in  such  a  way  as  to  render  it  diffl- 
fult  even   for    persons    experienced    in 
such  matters,  to  discover  whether  or  not 
the  enterprise  ia  being  conducted  in  a 
sound  manner.  Sooner  or  later  the  pub- 
Ii*-  will  demand  a  change  in  this  respect. 
Only  when   this  change  occurs  can  tnc 
public  be  fully  blamed  if  it  continues  to 
support  enterprises  conducted  in  a  man- 
ner fundamentally  unsound.    Some  illus- 
trations of  unsound  methods  of  account- 
insr  will  be  given  below,  but  here  it  may 
he  pointed  out  that   those  Kovernments 
which  have  adopted  a  policy  of  public 
ownership   do   not   in    general    show   in 
their  accounts  the  total  amount  of  their 
obligations  to  the  public. 

Briefly  then,  one  of  the  principal  oh- 
jertions  to  publie  ownership  is  that  pub- 
lic opinion  i«  not  informed  fully  enonirh 
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Third  Objection:  Management  of  Indu.trial  EnterpriM.  by  Government  Officials  it. 
Inoeonomlcal-Snpplle.  at  High  Price.  Are  Bought  From  Political  FrienS. 
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The  third  objeotion  to  the  ponduet  of 
industrial  enterprises  by  Government 
officials  is  that  the  management,  except- 
ing in  very  rare  cases  (if  indeed  there 
are  any  notable  exceptions),  is  inecono- 
raical.  This  objection  may  be  re.^anled 
in  two  lights. 

First,  the  management  may  be  in- 
economical  in  the  wide  sense,  and 

Second,  it  may  be  rejrardod  as  in- 
economical  in  the  sense  of  beinir  thrift- 
less or  extravagant. 

First.  In  the  wide  sense  management 
by  state  ofTicials  of  industrial  enter 
prises  is  opposed  to  the  cconomicnl  in- 
terests of  tlic  community  because  tlip 
labor  and  capital  applied  to  such  entor- 
priscsarclcssproductive  tliantliey  would 
he  if  they  were  controlled  by  voluntary 
agencies.  This  deficiency  of  production 
has  made  its  appearance  in  practically 
all  experiements  in  public  ownership. 

The  reason  is  nf>t  far  to  seek.  The 
employees  owe  their  position  not  to  ef- 
ficiency, but  to  politic!  services,  or  to 
political  favors. 

From  the  superior  down  to  the  least 
officials,  none  have  any  incentive  to  ex- 
ert themselves.  Their  positions  are  se- 
cure and  owing  to  the  absence  of  tech- 
nical knowledge  on  the  part  of  the  poli- 
tical heads,  their  services  even  if  com- 
petently rendered  are  apt  to  be  unre- 
cognized. Thus  men  who  are  keen  in 
their  profession  do  not  enter  or  Iiavins 
entered  leave  the  State  service.  The 
State  thus  comes  to  he  served  by  persons 
inferior  to  those  in  voluntary  emnlov- 
ment  of  the  same  order  or  bv  jiersons  of 
superior  character  who  have  been  dis- 
couraged and  spoilt  bv  the  continual 
necessity  of  capitulating  to  politicol 
."xigency. 

Tn  the  wide  sense  also  such  enterprises 
mav  be  rf^garded  as  ineconomical  because 
tl>ev  make  for  legal  monopoly  under 
wlijoli    the   prices  charged   for   the   ser- 


vices to  those  who  use  them  are  not 
regulated  by  competition.  The  prices 
may  be  relatively  high  in  which  case  the 
using  public  suflTer  or  they  may  be  be- 
|ow  the  cost  of  the  service  in  whicli  | 
case  the  community  suffers  through  the 
tax  rolls.  In  either  case  the  prices  arc, 
arbitrary;  sometimes  for  long  periods  of 
time  they  are  determined  e.xelusively  j 
from  political  considerations  and  are  not  | 
related  to  tedinical  conditions. 

Second.     TliP  thriftlessness  of  govern- 
mental management    has    made   its   ap-, 
pearance  in  all  countries.  The  minglin'.'l 
of  politics  and  business  necessarily  pro" 
duces  indifference  to  economy.  The  pur  j 
diasp  of  supplies  from  political  friendJ 
«-ontracts     the     market     and     thereforol 
raises  the  price,  in  the  same  way  as  the! 
employment  of  parti/ans  only  contract?) 
the    market   and   increases    certain    sal- 
aries.    Innumerable  commissions  of  in 
fiuiry,  both  in  Europe  and  America  hav, 
shewn  that  extravagance  is  a  very  nsu.il 
concomitant  of  administration   bv  stat.'| 
officials. 

In  the  capital  of  our  own  country,  iv 
one  or  other  of   its   provinces,  we   are! 
seldom  without  one  or  more  of  these  iiij 
vestigating    commissions    and    the    evii 
dence  taken  before  these  points  in  gen| 
eral  in  the    same    direction— vi^!..    thn'i 
sovernmental  administration  is  extravii 
put  or  corrupt,  or  both.     Of  provinciii 
inoMiries  during  recent  years,  those  f 
Inting    to    the    Manitoba    scandals    av* 
most  significant. 

The  only  means  of  mitigating  tliif 
thriftlessness  inherent  in  governmental 
management  is  a  continuous  audit  by  .itj 
fiuditor  appointed  by  Parliament  anl 
answerable  to  it  alone.  This  saints r| 
check  was  removed  by  Sir  Wilfril 
I.«urier.  who  invented  tlie  Treasurl 
Board  for  the  purpose  of  over-ruIinJ 
I  he  Auditor-General.  The  conseonenoJ 
to  the  interests  of  the  country  of  tliil 
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a.t.on  are  not  yet  fully  apparent.    Soon- 
er  or  later,  however,  they  must  beoome 
nvidly  obvious  ,„   the  inoreasinjr  num- 
ber of  scandalous  episodes.  Expenditure 
"Pon    he  National  Tran-soontinental  for 
example,  could   never   have   reached   its 
present  colossal  proportions  unless  the 
department  of  the  Auditor-General  had 
been  tied  hand  and  foot.  The  absence  i„ 
the  Dominion  and  in  the  provinces  of  a 
proper  auditorial  control  independent  of 
the  executive  government  has  during  the 
past  few  years  cost    the  country  as  a 
wnole  hundreds  of  millions  of  dollars 
Eveiy  one  who  is  at  all  acquainted  with 
the  subject  is  fully  aware  of  this  fact- 
.vet  some  who  criticize  the  frovernmenis 
'■veil  sharply,  suflTer  themselves  to  be  dc- 
l"ded     into     supporting    everv     protect 
which  tends  to  place  further  economica' 
power  m  the  hands  of  the  same  govern- 
ments    with     further    opportunities    of 
thriftless  management  and  even  of  posi- 
tive corruption. 

With   examples  of  governmental  mis- 
management  on   a   large  scale,  like   tlie 
Intercolonial  Railway  and  the  National 
Transcontinental,  and  like  the  Manitoba 
Oovernment    Telephones,   it    is   amazin- 
f  liat  the  nublic  should  nc(|ui,.s,.c  tamelv  in 
projects  like  those  of  the  Hvdro-EIectric 
commission.     These  projects  are  of  ex- 
actly the  same  order  as  those  mention^ 
and    are   equally   likelv    to    involve    the 
<<>iintry  in  losses. 

The  Dominion  Goveniment  Railw.nv 
liave  been  all  along  sources  of  expendi- 
ture rather  tlian  of  revenue,  while  the 
Manitoba  Telephones  have  been  conduct- 
''d  all  along  at  a  loss,  while  the  rates  to 
the  nublic  li.Tve  been  increased. 

The  Hvdro-Electric  Commission  is  so 
fhf-vsrhly  political  in  its  origin  and  in 
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«t8  conduct  that  it  can  only  be  managed 
by    and    for    politicians.      The    inquirv 
Which  IS  now  in  progress  at  the  instance 
Of   the   ffovernment  in  order  to  allay  pub- 
l>o  suspicion,   may   be  counted   upon   to 
reveal  the  essentially  unsound  methods 
of  administration   which  are  alleged  to 
have  .-haracterized  it.  The  published  ac- 
counts reveal  practically  nothing  except 
that  It  appears    even    from    them,    that 
large  sums  of  money  have  been  expend- 
ed   upon    unauthorized    extensions    and 
that  althoii-li   depreciation  reserves  are 
ostentatiouslv  established,  the  funds  re- 
presentinir    these   reserves   are    nowhem 
to  he  found.     They  have  been  swallowed 
"P  as  one  of  tlie  commissioners  has  con- 
fessed,   in    estensions-these    extensions 
not  hav.na:  been  properly  authorized. 

One  of  the  most  serious  effects  of  in- 
econom.cal  management  on   the  part  of 
the  State,  is  the  rcacti.m  such  manage- 
ment creates  in  the  market  for  monev 
Where  the  State  credit  is  insecure  and 
where  increase  of  taxation  to  meet  State 
deficits  IS  likelv  or  certain,  the  borrow- 
.  in-jr  powers  of  the  community  as  a  whole 
are  at  once  diminished.     Some  markets 
are  closed  acainst  them  alto-ether  an.' 
m  others  therefore  the  rate  of  interest 
rises.     Tliis  effect  was  produced  for  ex- 
ample    for    the     Saskatchewan     farmer 
when   the  Government  of  Saskatchewan 
multiplied  the  number  of  liens  prior  to 
a  mortgage  and  thus  reduced  the  val.ie 
of  the  security. 

Acts  of  expropriation  ,nre  Profoundly 
ineconomical  because  thev  interrupt  the 
continuity  of  economic  life  and  restrict 
the  are.n  of  sunpiv  both  of  money  and 
L'oods  Peonle  will  not  don!  with  a  conn- 
try  which  takes  thin'.'s  for  nothing. 


22 


Public  Ownerthiy  and 


Fourth  Objection:  The  Tendency  to  Minimize  Risk  and  to  Undere.ti».t.  »!.-*-.       . 
of  C.pit.l  involved  «  in  the  C~e  of  the/.i^oJ^tSSn?^^^^^^^^^ 
and  the  Ontario  Hydro-Electric. 

V. 

nicnt  of  half  a  million  doUhrs  would  be 
sufficient.     The  expenditure  already   is 
many  times  that    amount    and    further 
expenditures   are  inevitable.     The  pro- 
vincial plant  has  cost  vastly  more  than 
the  original  estimates,  and  up  till  thr 
present   time  the  full   excess  over  the 
estimates  has  not  been  disclosed.      Ex- 
cess of  capital    expenditure    over    esti- 
mates is  difficult  to  defend,  and  there 
fore  the  Government  ele,  t  to  coneea" 
and  to  use  funds  for  the  purpose  of  |. 
viding  the  excess  capital  that  should  nol 
be   used    for   that    purpose.     We    niav 
probably  learn   from  the  report  nf  th. 
accountant  who  is  now  in  vest  iga  tin*'  the 
aflfairs  of  tlie  Hydro-Electric   Commis 
sion  how  much  has  been  expended  with- 
out authorization.      Meantime,  the  pub 
lished  accounts  leave  us  in  the  dark,  ex 
ceptinar  for  the   fact   that   the   reserve 
funds  have  been  used  up  in  this  man- 
ner, an  absolutely  indefensible  proceed 
ing. 

By  means  such  as  this  and  by  rhetor! 
cal  exaggeration  of  the  advantages  ot 
a  subsidized  power  supply,  the  promo- 
ters of  the  Hydro-Electric  enterprise 
have  flrawn  the  province  gradually  into 
enormous  expenditures,  and  thev  ar< 
still  doing  so.  Although  the  country  is 
at  war,  and  although  the  money  market 
is  exhibiting  the  effects  of  that  condi 
tion.  the  people  are  forced  by  the  Hy 
dro-Electric  Commission  to  supply  con 
stantly  increasing  amounts.  Within  the 
past  twelve  months  the  commission  has 
added  at  least  $8,000,000  to  the  debt  of 
the  province,  and  now  proposes  to  add 
another  $l..'?00,00fl.  It  is  needless  to  sav 
that  the  bonds  representing  .the  first 
mentioned  of  these  sums  have  not  been 
absorbed.  What  must  be  the  effect  upon 
the  credit  of  the  province  of  placin ' 
further  large  sums  upon  the  market? 
Tn  the  future  these  issues  must  increase 


The  fourth  objection  to  the  adoption 
of  a  policy  of  management  of  industrial 
enterprises  by  state  officials  is  the  ten- 
dency to  minimize  the  risk  and  to  un- 
der-estimate  the  amount  of  capital  in- 
volved. The  reason  for  this  tendency 
is  that  in  nearly  all  cases  of  so-called 
public  ownership,  the  step  is  taken  on 
political  grounds  and  the  technical  as- 
pects of  the  enterprises  are  customarily 
subordinated  or  neglected.  If  a  plan  is 
settled  as  a  matter  of  policy,  exact  es- 
timates might  be  merely  disturbing.  If 
the  people  were  told  explicitly  what  the 
scheme  must  cost  them,  they  might  not 
permit  it  to  be  carried  out.  Canada 
presents  many  e-xamples  of  this  ten- 
dency. 

The  most  conspicuous  of  these  is  the 
National  Transcontinental  Railway.  It 
will  be  remembered  that  when  the 
scheme  was  introduced  the  statement 
WPS  made  on  behalf  of  the  Government 
t»  it  the  net  cost  to  the  public  would 
be  not  more  than  $13,500,000.  No  pro- 
per estimates  were  made  before  the 
work  was  undertaken  and  no  proper 
statement  has  up  till  the  present  time 
been  made  of  the  actual  cost  to  the 
country  of  that  project:  but  everyone 
now  realizes  that  the  cost  to  the  coun- 
try is  unlikely  to  fall  short  of  thirtv 
times  the  original  estimate  and  with 
high  probability  may  be  fully  fortv 
times  as  much.  If  the  people  had  been 
told  the  truth  about  the  scheme  it  would 
have  been  impossible  to  induce  them  to 
commit  the  country  to  an  expenditure 
of  from  three  to  five  hundred  million 
dollars  for  a  Government  railway. 

Another  example  is  the  Hydro-Elec- 
tric. The  original  so-called  estimate 
for  both  the  provincial  and  the  munici- 
pal shares  in  the  enterprise  were  gross- 
ly understated.  The  people  of  Toronto, 
for  instance,  were  told  that  an   invest- 


>.re  or  Je«  regularly.     With  every  iu- 
Irease  of  the  u^e  of  Hydro-Electrio  Lw- 

nta.o  haa  bettnLe^reSr; 
h  approach  the  amount  of  'he  debt 
Jt  the  Domni.oi..    The  tax  paying,  pub- 

le  was  not  told  this  now  paLu  ttt'be. 
l.re  the  enterprise  was  launched. 

Nothing  .8  more  usual  in  public  en- 
kpnses  of  this  kind  than  to'^disregard 
{e  element   of  risk.     Apart   from   the 

CV'^'ir'  "^''^fl"'  damage  by 
lonn,  etc.,  there  is  in  all  power  enter- 

b:  'J'  """  "'  competition  by  other 

Jrms  of  power  than  that  which  i,  made 

|e  subject  of  state  monopoly       "is 

PPosed    that    a    statutoi^    monopoly 

lempts  an    enterprise    from    comp't^ 

P".     mis  18  a  ?reat  mistake.  No  Add 

invention  has  experienced  more  ac- 

it>  during  recent  years  than  the  field 

J  prime  moving  machinery.    The  intor- 

1 1  X  Sir  /"^'"^   ^"^   revolution- 

I  „    T    K  V    "^  P*"'"'-     There  is   „„ 

Men  to  beheve  that  invention  of  «,„. 

enjrmes  has  come  to  an  end,  and  it 
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".ay  be  that  ere  long  the  street  railway 
*M  appear  to  be  a  clumsy  and  anff 
qua  ted  .  evi..e,  while  the  conveyance  o 
elec  ncal  energy  over  long  distances  It 
.«!.   tension  may   be  looked   upon  also 

as  a  relatively  ..ostly  means  ot'obtSn- 
iiig  power.     If  fho  „„ :^_.  .        . 
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-  P*"»er.  If  the  community  has  hnon 
mjanwhUe  committed  to  enormous  c^f- 
tal  expenditure  for  plant,  it  may  be 
necessary  either  to  impede 'the  adoption 
or  to  purchase  or  confiscate  enterprises 
ostab  .shed  for  the  purpose  of  defeloj 
ng  these  methods.  In  any  case,  ther'e 
nil  St  be  an  apparent  necessity  to  pro- 
'"'  the  public  investment  by  some 
moons.  ^ 

'  these  cities  in  Great  Britain,  for 
example,   where  the  supply  of  gas  has 
H-en  undertaken  by  the  municipfnty    it 
becam,.  necessary  to  purchase  or  confls. 
[a  c    the  electric  lighting  plants  estab- 
lished  by  jcnt  stock  companies  and  to 
restrict  the  business  of  electric  lightin- 
jn  order  to  protect  the  gas  department. 
Had  neither  been  under  municipal  man- 
agement, the  public  would  have  had  the 
benefit  of  competition. 
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Fifth  Objection:  Tlw  Reluctance  of  Politicml  Control  to  Provide 
for  the  Continuity  of  the  Enterprise. 


VI. 


The  fifth  objection  to  official  manage- 
ment of  industrial  enterprises  is  reluc- 
tance on  the  part  of  the  political  con- 
trol to  provide  for  the  continuity  of  the 
enterprise  by  setting  aside  adequate  de- 
preciation and  reserve  funds  and  by  em- 
ploying these  exclusively  for  the  pur- 
poses for  which  they  are  set  aside.  The 
temptation  to  deduct  from  the  real  cost 
of  a  service  the  items  mentioned  and 
to  exhibit  as  the  cost  a  ouch  lower  sum 
is  frequently,  and  in  the  early  stages 
(if  such  enterprises,  almost  invariably, 
yielded  to  by  the  politicians.  Since 
their  single  aim  in  promoting  the  en- 
terprises is  to  maintain  themselves  in 
jKJwer,  they  feel  themselves  obliged  to 
redeem,  at  least  in  form,  the  ill-con- 
sidered promises  they  have  made,  by 
stating  the  cost  at  a  fictitious  figure. 
Even  where  they  do  nominally  se'^  aside 
depreciation  and  reserve  funds,  they 
frequently,  as  in  the  case  of  the  Hydro- 


Elect  ric,  employ  these  funds  for  the  ex 
tension  of  the  system  or  otherwise,  in- 
stead of  using  them  as  such  fund> 
out;ht  invariably  to  be  used.  I  he  his- 
tory of  the  Manitoba  Telephones 
highly  significant  in  this  eonnection 
Ignorant  as  the  Government  was  of  the 
technique  of  large  enterprise,  at  the  be 
ginning  of  the  public  ownership  of 
telephones,  it  scoffed  at  the  idea  of  set 
ting  aside  any  depreciation  fund.  Thi 
went  on  for  a  few  years  until  the  an 
nual  expenditure  come  to  be  so  grea 
that  enormous  deficits  had  to  be  admit 
ted,  these  deficits  being  aggravated  1m 
the  circumstance  that  no  fund  for  tli 
replacement  of  worn-out  plant  had  beoi 
created.  So,  also,  when  a  depreciatioi 
fund  was  established  some  years  afte 
the  plant  had  been  acquired,  the  Govern 
ment  utilized  the  funds  for  general  pur 
poses  and  did  not  regard  them  as  sacre 
for  the  purpose  for  which  they  wei 
created. 
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The  sixth  objection  to  the  ponduct  of 

ndiistrial    enterprises    by    Government 

mcials  is  "the  tendency  to  promote  the 

llnsion  that  profits  inhere  in  industrial 

— '"'erPf'se    and    to    disregard    the    fact 
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>roflt8,  these  are  due  to  economy  and 
ikill  in  management." 

This  tendency  makes  its  appearance 
n  practically  all  projects  for  the  trans- 
erence  of  industrial  enterprises  to 
'public  ownership."  The  aross  profits 
re   usually   regarded   as   ■      •    and    the 

for  til     eoessary    provision    for   tht    continuitv 
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f  the    enterprise    throusfli    the    allocii- 
ion  of  portions  of  these  profits  to  re- 
erve  is  not  taken  into  account.     It   is 
(It    realized   by   the   public   and    some- 
imes  not  even  by  the  promoters  of  the 
rejects,  that  tlie  earnings  of  all   sticli 
nterprises  fluctuate,  and  that  while  in 
rivate    enterprises    dividends    are    not 
ustomarily   paid    unless   sufficient    pro- 
ts  are  earned  to  pay  them,  or  unless  n 
imd   has  been   established   out   of  pre- 
ious    profits    for    the    equalization    of 
ividends,  the  interest    upon    bonds    is- 
led  on  the  credit  of  the  public  must  be 
aid  whether  profits  are  earned  or  not. 
A  conspicuous  case  of  the  disadvan- 
ige  of  "public  ownership"  under  con- 
tions  of  depression  is  afforded  by  tlic 
irallel  cases  of  the  docks  at  Liverpool 
d  at  London.  In  the  former  case  the 
)cks  are  under  the  control  of  a  public 
)dy,  while  in  the  latter  case  they  are 
iider  control  of  joint  stock  companies, 
"e  Mersey  Dock  Board  was  obliged  to 
y   interest    upon   its  bonds   during  a 
|ng  period  prior  to  1886.  although  the 
cks  were  not  yielding  interest,  while 
rins  the    same   neriod    the    dividends 
d  interest  upon  the  shares  and  bonds 
the  chief  Ijondon  docks  were  cut  down 
a  nominal  amount,  or  suspended  aHo 
■ther. 


The  illusion  that  profits  are  inlierent 
111  industrial  enterprises  not  only  tends 
to  induce  the  public  to  sanction  increas- 
ed expenditures  upon  services  under- 
taken by  a  public  authority,  but  also 
tends  to  induce  opposition  to  the  in- 
crease of  capital  by  private  enterprises 
where  legislative  authority  is  necessary 
to  increase  such  capital.  It  is  obvious 
to  anyone  who  studies  industrial  fluc- 
tuations that  the  investment  of  capital 
does  not  necessarily  involve  return  in 
the  form  of  interest.  I^rge  sums  were 
invested,  for  example,  by  the  municipali- 
ties and  other  public  bodies  in  Ontario 
in  railway  enterprises  which  have  never 
paid  any  dividends,  and  in  all  probabil- 
ity never  will  pay  any. 

The  earnings  of  indu-strial  enterprises 
depend    upon    three    broad    factors— the 
general  economic  conditions  of  the  time, 
the  special    statutory    conditions  of  the' 
place,  and  the  skill  with  which  the  en- 
terprises are   manaired.     Over  the  gen- 
eral  economic    conditions    the    Govern- 
ment has  no  more  control  than  any  vol- 
untary  organizations.     Over   the  statu- 
tory conditions  it  has  a  certain  control 
and   this  may   be  directed   towards  the 
encouragement   of  private  enterprise  in 
the  community,  or  towards  the  discour- 
asenent  of  it.       Owing  to  circumstances 
which  have  been  indicated  in  a  previous 
article,  the  Government  is  not  in  so  fa- 
vorable a   pgsition   to  employ   first   rate 
skill  as  a  voluntary  organization  under 
normal  conditions.    The  history  of  muni- 
cipal  and  provincial  offices  in  tlie  Pro- 
vince   of   Ontario    affords    frequent    ex- 
amples of  skilful   direction,   bein?  per- 
sistently  thwarted   by    political    consid- 
erations   and    of    consequent    abandon- 
me>4  of  their  positions  by  di°heartened 
officials  who  were  able  to  do  their  duty 
if  fhey  liad  been  allowed  to  do  it. 
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In  large  private  eiit«rpri«es,  it  i.  no- 
torioudly    difficult    t-      btain   competent 
superior   management.     The    presidents 
of  railway  companies    in    this    country 
and  in  the  United  States  receive  sala- 
ries mucli  larger  than  those  of  Cabinet 
Ministers,   and   in  general   Ihey  receive 
them     because     they     are     worth     the 
amounts  they  are  paid,  and  because  thev 
.•annot  be  obtained   for  less.     In  State 
enterprises  where  inferior  skill  is  cus- 
tomarily employed,  and  where  ptditical 
interfeirince  is  more  or  less  constant,  the 
indir»ct    costs    of   management  are  im- 
mensely greater  than   the   direct   costs 
For    example,    gratuitous    management 
of  a  State  enterprise  may  cost  the  coun- 
try many   times   what   adequately   com- 
pensated management  might  cost  "it.     In 
voluntary      organizations      incompetent 
tnanagement    has  generally   a   brief  ca- 
reer;   but  in  n  State    enterprise    where 
the  manager  has  been  appointed  by  poli- 
tical influence,  an  incompetent  manager 
may  remain  indefinitely  througi-,  the  ex- 
ercise of  the  same  agency. 

In  a  voluntary  enterprise,  the  absojicp 
of  adequate  return  to  capital  can.iot  Ions 
be  concealed.  Exasperated  shareholders 
would  soon  make  tlieir  influen"?  felt  if 
there  was  any  reason  to  believe  that  the 
absence  of  dividends  was  due  to  absence 
of  skill  in  conducting  the  business.  In 
State  enterprises  thi-  absence  of  return 
may  easily  be  covered  up  by  the  mani- 
pulation of  accounts.  Especially  if  the 
general  resources  of  the  Government 
Treasury  are  onen  to  the  management, 
the  process  of  disguising  the  real  state 
of  matters  may  go  on  for  years. 

It  is  true  that  the  institution  of  a 
subsidized  enterprise  and  its  competi- 
tion with  voluntarily  established  con- 
cerns, may  result  in  reduction  of  the 
price  to  the  consumers  of  the  commo- 
dity involved.  This  reduction  in  price 
mav  he  initiated  hv  the  State  enterprise 
and  mav  be  rendered  possible  through 
the  diminution  of  the  costs  of  produc- 
tion, by  means  of  increased  economy  of 
nianasement.     by     subsidies     from     tlie 


general  revenue,  or  by  means  of  disguisl 
of  the  real  cost  through  uniound  DooJ 
keeping.  I 

In  State  enterprise    the    first    is    csl 
tremely  rare,  if  not  quite  unknown;  thf 
secon.l  IS  the  usual  means  by  which  r.l 
duction  in  price  is  effected,  and  the  facl 
IS  usually  concealed  by  the  third.     Re 
•liKtions  obtained  by  this  means  cann., 
last.     One  day  the  unsouRdness  of  tl 
iiietiiod  must  be  apparent. 

The  reduction  in  price  may,  howevoil 

be  initiated  by  the  previously  existinj 

voluntary  organizations  which   forestal 

the  state  enterprise  and  meet  the  com 

petition    of  it    by   voluntarily   reduciJ 

their  prices.     Such  a  condition  of  mal 

ters   may   make   the   task   of  continuJ 

existence    very    hard    for   both    partiol 

l>ut  especially  hard  for  the  State  ent.J 

prise,  the  managers  of  which  are  nnal>j 

to  conduct  their  business  so  economicii] 

ly  as  those  of  the   private  enterprisoj 

If,  however,  the  private  enterprises  siii 

Climb  in  the  struggle  of  competition,  tl 

Stiite  enterprise  is  left  in  possession  (, 

tiie   field   and    then    it    must    be   openll 

subsidized  out  of  the  general  public  r] 

venue  or  it  must  endeavor  to  make  emi 

meet   by   increasing  its   net   revenue 

some  manner.     In  either  case  the  coiil 

petition   is  at  an  end.  the  State  entff 

prise   is  in   full    possession   of  a   raonj 

poly,   and    the   cost    to    the    communi( 

fends    to   increase;    indeed,   it    may   i) 

crease    to    a    point    greatly    above    ti| 

point  which  it  attained  before  the  c.i 

petition   of  the   state   enterprise   been 

It  is  a  matter  of  experience  that  thi 

who  enjoy  the  benefits  of  the  supply 

commodities  at  or  below  cost— i.e..  V oj 

to  the   makers  of  these — are  extrenici 

reluctant  to  sacrifice  any  part  of  this  el 

joyment  by  paying  more  for  them  tli/ 

they  have  been  paying.  When  the  c 

modities  are  supplied  by  voluntary  aurl 

cy,   the   consumers   arc   helpless.        Tl 

price,  low  or  hisrh,  is  determined  in  tf 

market — and    the    consumer   must    t:il 

bis   chances   there;   but    where   a    St  J 

monopoly  is  concerned,  the  price  is  rJ 


1 1  lliii> 


usitdUy   determined   ex(J„-iv»l„   i 

h--  rr;  'S'"- "  ™"- 

uiciiisiriai  enterprises,  wlmrp  f-™^ 
r<«.luctiens  I.cve  been  mli!  *  **'P'P?'""'->' 

lifraiise    nf   ♦!,„  1    ■      ^     ^^^  refused 

["aiise    ot    the  obvious   wreck    of   th« 

ivstt-ni  involvpri  tu  "r«^cj£    or   the 

.  iu\oived.  The  cases  of  the  tnm 


r/'^ //y.i>-.>-A7e./.;w . 


Ill  1  „f  iu     ,•  '""see  uent  advance 

-'ratio^sTthLe'poirs"  "■^•^'  "^^  "" 
A  mat  deal  of  controversy  has  ari 

;•■'"  Great  Britain  as  to  theVitimav 

-  .n?  profits  out   of  n.uni;  paTS 

"■"    '"''"«tnal    enterprises:  .,„t  these 

'";  rovcrs.os  have  i„  „.eneral  been  set- 

ll  profit,       ,T""!"""''  'lisappearance 
f  profits  and  by  the  diffieu'-ty  of  meet- 

t    '''-  "'''"=^«;i""«  on  account  of  i,uer. 
f-  *""•*'"«•    fnnds.    and    the    like.      In 

••^e;!!  cm  her 


"'*'  ""^  '''"Piite  about  profit,  h-  . 
•ts  interest   because  nroflf.  u         "  '"" 
t"  disappear.  '^      *'  *"»'«  *«d«l 

'■i"Vx7/;d;oEi:.t"°"^'''"-'- 

"•as   the  illusion    thlT  P'°Pa»««du 

-«  being  reXd  "l^y'Tbrcl"'"''^ 

prises  beinir  taken  over  bv  th»  n 

ifi.  inui. 
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ScTcnth  Objection:  The  Tendency  to  Overman  ShcH  Enterpriaes  and  to 
Engage  Men  on  Political  Ground*. 


VIII. 


The  seventh  olijectiun  to  the  policy  of 
management  of  industrial  enterprise' 
by  public  ofticiaU  is  the  tendency  to 
overman  such  enterprises  and  to  engage 
employees  on  political  rather  than  on 
technical  grounds.  This  tendency  mani- 
fests itself  alike  in  state  and  municipal 
employment  of  all  kinds.  The  exten- 
sion of  the  activities  of  public  bodies  in- 
to the  field  of  industry  greatly  enlarges 
(he  area  of  patronai^e  and  increases  the 
cust  of  it  to  the  public. 

There  are  many  notorious  examples 
of  loss  to  the  community  through  the 
employment  of  excessive  numbers  of 
persons  in  public  offices.  In  a  recent 
ease  in  one  of  the  eastern  provinces,  a 
Dominion  official  was  dismissed  on  poli- 


tical grounds,  and  on  t!ie  same  grounds 
four  per8<ins  were  employed  to  All  his 
position.      Similar    conditions    exist    in 
Federal,    stats'    and   municipal  emplox 
nient      in      the     United     States.       In 
those    caMes     whore      municipal    enter 
prises  have  been  transferred  tovolun 
tarily  organized  joint  stock  companies, 
large  numbers  of  unnecessary  employeis 
have    been   gradually  discharged    unt  I 
the  enterprise  was  brought  into  a  bnsi 
nesslike  condition. 

Tiie    |H)iiit    is    familiar    to    everyoiuj 
who   has   any    acquaintance   with    8ucli| 
matters.    It  would  be  wonderful  if  the 
Ilydro-Eleetric     enterprise     were     fro^ 
from  such  a  tendency. 


September  23,  1916. 
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Tht  Hydro-Eleetrie  Commitnon. 
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Eichlh  ObJMtimi:  Trailvney  to  Fix  Pric*  •!  m  Arbitrary  AMonnt. 

IX. 


The  eighth  objection  is  the  tendency 
fix  the  priee  at  which  a  public  aer- 
ice  is  rendered  at  an  arbitrary  amount 
ithout  regard  to  the  technical  condi- 
ons  of  the  enterprise.    The  most  con- 
lieuous   example  of   this   tendency   is 
Hie  sixpenny  telegram  in  Great  Britain. 
he  amount  of  one  halfpenny  per  word, 
ifh    a    minimum  charge  of  sixpence, 
as  Hxed  for  the  whole  of  the  United 
ingdom  when  the  tflegrapiis  were  pur- 
ased  by  tlte  Government.      This  uni- 
rm  charge  was  settled  upon  largely  ou 
'itical   grounds,   although    there    was 
lought  to  be  an  analogy  between  tiie 
nny  post  and  the  sixpenny  telegram 
respect  to  the  resilience  of  the  re- 
nue.    This  anticipation  was  not  real- 
!d,  and  the  consequence  has  been  tliat 
|e  telegraph   system   has  involved   an 
itrmous    annual    loss   ever   since    the 
rchase  was  effected  in  1870. 
iThere  are  many  other  cases  of  a  simi- 
character   which   need   not    be   de- 
iled  here;  but  as  there  is  a  certain 
alogy  between  the  cases  of  the  tele- 
aphs  and  telephones  on  the  one  hand 
d  the  supply  of  electrical  power  on 
e  other,  it  seems  worth  while  to  indi- 
te the  ground  of  this  analogy.   There 
'  certain  industries  to  which  what  is 
led  the  law  of  increasing  returns  is 
!cially  applicable.     If,  for  example, 
■  employment  of  $1,000  in  the  manu- 
ture  of  nails  of  a  certain  type,  pro- 
■es  a  return  say  of  10  per  cent,  when 
ils  are  sold  at  say.  a  dollar  a  bar- 
,  it  may  be  found  th  t  the  employ- 
nt  of  $100,000  in  the    lanufacture  of 
same  type  of  nail  yields  a  return 
say  20  per  cent,  when  nails  are  sold 
fifty  cents  a  barrel.    The  increase  of 
)ital  produces  an  increase  of  return 
i  may  be  counted  upon  to  do  so  un- 
owing  to  the  excessive  production  of 
Is,  a  point  is  arrived  at  when  no  fur- 


ther increase  of  capital  will  produce  an 
increase  of  return. 

Capital  and  B«tiini 

This  result  will  obviously  follow  whe- 
ther the  manufacture  is  conducted  under 
conditions     of     competition    or    under 
monopoly.    That  is  to  say,  that  at  some 
point   in   the  curve  of  the  increase  of 
capital,  what  is  called  the  law  of  dimin- 
ishing return  comes  into  play.    All  in- 
dustries correspond  to  this  rule;  some, 
however,  are  of  such  a  nature  that  the 
law  of  increasing  return  applies,  as  it 
were,  longer,  that  is  to  a  greater  extent 
of  increase  than  other  industries.  From 
the  point  of  view  of  increasing  return, 
those  industries  which  have  to  do  with 
the  manufacture  of  commodities  subject 
to  steady  demand  which  can  be  readily 
standarixed  and  can  therefore  be  made 
by    means   of  machinery   almost    auto- 
matic in   its  action,  may   be  regarded 
as   favorai:e  industries,   whereas   those 
which  do  not  afford   beyond  a  certain 
not  distant  point,  an  increase  of  return 
to  capital  are  non-favorable  industries. 

The  services    of    the    telegraph,    the 
telephone,  and  electric  power  are  exam- 
ples of  unfavorable  industries  in  this 
sense.       The  reason  is  that  while  the 
capital  in  the  favorable  industry  is  only 
applied  to  it  when  the  demand  reaches  a 
point  when  an  increase  of  capital  is  ne- 
cessary   to  enable    tiie  anticipated  de- 
mand to  be  met  while  previous  incre- 
ments of  capital  are   still  engaged   in 
production,  the  capital  in  the  unfavor- 
able  industry  may   have  ceased  to  be 
productive  and  yet   fresh   demand   r.€- 
cessitates  the  application  of  continued 
increments  of  fresh  capital  whether  the 
particular  increment  in  question  can  be 
coimt*d  upon  to  yield  an  adequate  re- 
turn or  not. 


Thus,  for  example,  a  telegraph  line  is 
laid  at  considerable  cost  to  a  remote  dis- 
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triet.  For  «  time  tiiii  diitrict  unes  the 
trlegraph  to  sueh  an  extent  that  an  ade- 
quate rftiirn  i«  rernived  u|M(n  the  in- 
veHtrnent,  but  fur  w.ine  reaiion  the  ilia- 
triet  decline!  and  the  telegraph  line 
ceaaea  even  to  pay  uperatinjf  ex|>enae» 
while  it  returna  nothing  upon  the  capi- 
tal tnveated.  Meanwhile  another  dia- 
trict  deveiopa,  wbieb  demanda  teie- 
ttraph  faeilitiei.  Theae  have  to  be  given 
or  the  telegraph  enterprise  would  fail 
to  keep  faitii  with  the  publir,  but  the 
increHite  uf  capital  which  ia  involved  in 
the  process  of  supplying  fresh  denund 
does  not  necessarily  mean  increaaed  re- 
turn upon  the  total  capital  employed. 
While  in  the  case  of  the  telegraphs  the 
demand  arises  from  communities  in  the 
case  of  telephones,  the  demand  arises 
from  individuals  and  thus  in  the  tele- 
phone buainess  there  is  even  more  fluc- 
tuation of  demand  and  a  large  part  of 
the  capital  invested  in  wires,  etc.,  re- 
mains dormant,  and  is  sunietimes  lost 
altojuyther,  a!thnu.!;ii  the  number  of  uaom 
of  tlio  telephone  is  constnntl.v  increas- 
injr-  The  telephone  also  ofTe*-s  anutlier 
kind  (if  caMe  of  the  law  of  diminiHli- 
ing  return,  because  the  coat  of  workinj; 
any  individual  telephone  inrreases  with 
the  number  of  connections  with  wliicli 
that  telephone  is  brouirlit  into  contact. 
The  consequences  of  increasing  numbers 
of  connections,  even  although  these  may 
only  be  possible  and  not  actually  em- 
ployed connections,  are  that  switch- 
boards become  more  and  more  compli- 
cated, the  total  plant  more  intricat?, 
and  the  investment  of  capital  per  con- 
nection thus  tends  to  increase,  and 
therefore  the  return  to  capital,  the  rate 
beinsr  the  same,  lends  to  diminish. 

The  service  of  electrical  power  is 
analoo^ous  to  a  large  extent  to  the  ser- 
vice of  the  telephone.  In  it  also  t'lere 
i.s  much  fluctuation  of  demand  and  there 
is  also  much  dormant  capital.  Peop'e 
who  use  electric  lijrht  or  power  ^ban- 
don  the  u.se  of  it  or  cliansre  tlieir  resi- 
dence— the  residence  retrains  empty 
for  a  time  or  perliaps  is  removed  to 
make    way    for   a    lararer    building — the 


connections  wbieb  have  been  made  yi~lil 
no  retnm  for  a  time,  or  have  to  be  ri' 
moved-  in  one  case  the  capital  they  ri-l 
present  is  dormant  and  in  the  otlicr  iit| 
least  a  portion  of  it  ia  loat. 

TiM  Biuiyk  of  Maatteba 

Theae  conditions    are  perfectly    wel! 
understood  by  thoae  wbo  are  in  the  !«.<*-■ 
peetive  busineaaes    of    supplying    tele-j 
graph,  telephone,    or    eleetrie    lightinvi 
services,  but  they  are  by  no  means  a! 
ways  understood  by  those  wbo  aaauniti 
tlM>  role  of  advoeates  of  "public  own 
ersbip." 

In  Manit<d*a,  when  the  propagamliil 
for  "public  ownership"  was  initif 
ated  by  the  Government,  the  Premier.] 
Sir  Rodmond  Roblin,  spoke  of  tli» 
"false  theory"  that  the  more  num 
erons  the  telephone  subscribers  ii 
an  exchange,  the  greater  the  cost  i>i 
the  exchange  per  telephone.  Not  nian.v 
years  elapaed  before  the  Manitoba  Oovern 
ment  found  to  its  cost  that  the  "theory' 
which  it  regarded  as  "false"  waa  rcal!.\ 
a  statement  of  practical  experience.  R» 
fore  this  elementary  fact  was  diseovere< 
however,  tlie  Manitoba  Oovemment  ha< 
promised  "to  cut  the  telephone  rates 
two,"  and  had  actually  so  far  attempts 
to  redeem  this  promise  by  a  reduction  ir 
the  ratea.  Knowing,  as  they  afterward 
admitted,  nothing  whatever  about  tlx 
subject,  they  decided  opon  the  ratea  quit 
arbitrarily  without  any  regard  to  the  tecli 
nieal  conditions.  These  rates  were  no 
based  on  economical  but  on  purely  politi 
cal  grounds,  with  the  consequence  tb.i 
the  Oovemment  found  it  necessary  to  ii 
crease  the  rates  for  urban  telephones  i 
order  to  avoid  the  hopeless  bankruptcy  <■ 
the  scheme.  Had  politics  not  been  min 
gled  with  the  buainess  of  the  telephone 
tlie  promise  never  would  have  been  ma<1i 
and  had  the  Government  known  anythiii! 
about  the  business  it  presumed  to  manas^e 
the  rates  would  iiave  been  fixed  exclusive 
ly  on  technical  grounds. 
Danger  of  Politics  in  Hydro-Electric 
Development. 

One  of  the  great  dangers  of  the  Hydm 
Klectric  scheme  is  that,  like  the  ManitoKi 


Th4  Hydro-Shetrie  Cvmmiaainm 
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(loveraiMiit,  it  will  let  atide  all  tMbniaal 
opinion  and  on  politieal  groand*  Hi  rat«a 
wliieh  it  will  And  itnpoaaible  to  lustain 
without  either  making  higher  differential 
rates  to  tome  plaeei  or  ditgaiaing  the  ae- 
'  ounta  in  aueh  a  manner  as  to  eoneeal  the 
ileflrits  for  a  time. 

There  is  another  element  in  the  Hydro- 
Kloetrie  ease  whieh  affords  an  example 
<.f  the  law  in  qnestion.    This  element  the 
Ifydro-Eleetrie  Commission  haa  already 
.neountered.    The  first  contract  whieh  it 
made  for  the  supply  of  power  was  made 
II »   W   per   H.P.,   the   second   has   been 
made  at  |12  per  H.P.  At  what  price  will 
it  be  able  to  make  the  third  contract  and 
at  what  price  will  it  be  able  to  produce 
electrical  power  on  its  own  account  f    It 
is  obvious  that  as  Niagara  is  drawn  upon 
more  and  more,    the  eost    of  installing 
(•lants,  other  things  being  equal,  must  be- 
come greater. 

Apart  from  this,  the  estimates  and  the 
promises  based  on  these,  which  were  made 
when  the  Hydro-Electric  scheme  was 
launched  some  years  ago,  were  f  >nnded 
upon  conditions  of  wages,  etc.,  wh  then 
existed,  but  exist  no  longer.    Eii    jr  the 


Commission  must  wait  until  the  Hurtua- 
fions  of  wages  and  th«  prices  of  certain 
commodities  bring  them  to  the  point  at 
which  their  estimates  took  them,  or  it 
will  require  to  pay  substantial  increases 
ufwn  Its  estimates.    As  to  the  Hydro  Ra- 
dial scheme-railwaya  in  the  neighbor- 
hood of  great  towns  exhibit  great  fluctu- 
ations in  prosperity.   Everyone  who  is  fa- 
miliar with  the  Toronto   of  twenty-five 
years  ago,  remembers  the  pair  of  lines 
of  rusty  iron  which  represented  the  rosy 
anticipations    of  the  promoters    of  the 
Belt  Line."      Toronto  has  prospered 
since  then,  but  that  project  has  not  been 
revived. 

As  indicated  in  a  previous  article,  a 
very  careful  inquiry  would  have  to  be 
made  hy  competent  and  experienced  per- 
sons  into  the  likelihood  of  effective  de- 
mand arising  in  this  province  within  any 
measurable  period  of  years,  for  a  radial 
system  involving  so  much  capital  as  is 
indicated  by  the  scheme  of  the  Hydro- 
Electric  Commission.  If  the  public  are 
lured  into  support  of  the  scheme,  the  lure 
will  be  rates  based  upon  poMtieal  and  not 
on  technical  grounds. 


CVtober  7,  1916. 
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Niiilk  OkJactlMi  TvMkiiey  Tvwardi  Frtqaral  CriMi  fai  MuMfMMat. 

X. 


The  ninth  objertinn  to  the  offiria)  ad- 
miniatrttion  of  induatrial  entprprim  i* 
th»  tendency  toward  frai|uent  crisea  in 
tlie  manacement  reaultinK  fmin  the  fun- 
damental ttnanuntVneaa  of  the  inethodii 
riittnmarily  adopted. 

The  tendeney  pravioualy  noticed  to 
minimise  the  rieks  of  the  enterprlHc  to 
n.ake  (tnlitieal  appointmenta  to  teeiini- 
ral  poeitimM,  toward  interference  by 
the  politician*  with  the  technical  man- 
affemetvl;  to  avoid  the  creation  of  re- 
wrvea  ajrainat  depreciation,  to  provide 
inadequate  workinfr  capital  for  the  con- 
duct of  the  buaineaa,  to  fix  the  rates 
for  the  service  on  political  rather  than 
technical  frrounchi,  nnd<  other  similar 
tendencies,  result  in  fre«|uenl  crises 
Durinir  these  crises,  the  queittion  of 
"public  ownerriiip"  becomes  a  political 
issue,  critics  of  the  system  in  general 
and  of  the  particular  scheme  in  ques- 
tion are  vijroronsly  denounced  and  rhe- 
torical speeches  are  delivered  instead  of 
plain,  busineaslike  statements.  Some- 
times the  crisis  ends  in  a  Commission 
of  Inquiry.  Often  this  Commission  is 
runninffly  devised  to  shield  the  Govern- 
ment. Since  the  Commission  is  invari- 
aWy  appointed  by  the  Oovemment.  it 
would  he  the  height  of  ingratitude  for 
its  verdict  to  be  otherwise  than  favor- 
able to  the  administration.  If  some 
one  has  to  be  blamed,  the  blame  must 
rest  somewhere  else  than  on  the  shoul- 
ders of  the  Oovemment. 

The  OkM  of  Manitoba. 

In  this  connection,  as  in  several  oth- 
ers which  have  preceded,  an  example 
may  be  drawn  from  the  case  of  Mani- 
toba. There  the  Telephone  rommission 
was  subject  to  frequent  prises.  In  the 
first  crisis,  the  Commissioners  fouml 
themselves  under  the  neeessity  of  ex- 
pending out  of  the  revenue  of  a  sinde 
year  a  larpe  amount  upon  replacement 
of  worn-out  material.  This  amount 
hould  have  been  provided  out  of  a  de- 
..—«;-♦;„„  reserve,  but  as  the  Qovern- 


ment  seorivetl  the  idea  of  creating  sue  i 
a  reserve,  there  was  no  fund  upon  whicli 
to  draw.     The  result  of  thia  operation 
was  that  the  Commiaaiuners  had  to  n-l 
|iort  a  heavy  deflcit  in  the  accounts  ol  [ 
the  year.    The  next  crisis  occurred  when 
the  Commissioners  insiated  upon  raisin^ 
the   telef>honc   rates.        This  raised    «t, 
frreat  a  storm  that  the  Oovemment  ha<l 
to  appoint   a   so-called   Royal  Commis 
sion  for  the  purpose  of  inquirinir  int«i 
the  Telephone  Department.     As  was  to 
be  foreseen,  the  crisis  ended  with  tl'i 
vindication  of  the  Government  <hy  ihri 
obedient  Commiaaion   and   the  sacriflcr| 
of  the  Telephone  Commisoioners.       An- 
other incipient  crisis  occurred  when  tin  I 
Public  Utilities  Commissioner  who  ha<l 
been  entrusted  with  the  oversiffht  of  tlu' 
telephones  in  succession  to  the  formrri 
Telciphone  Commissioners,  alao  resisnetl 
Indeed,  the  Manitoba  Government  telo-I 
phones  have  been  in  a  chronic  state  ofl 
crises  from  the  beffinninfr  of  their  his-f 
tory. 

Hydro-Eltctrie  OriiMi 

The  Ilydro-Electric  Commission  hnij 
had  a  somewliat  similar  career.  It? 
whole  history,  indeed,  is  a  record  of 
succession  of  crises  with  no  appreciahl'j 
intervals  of  time  between  them.  Ti{ 
seneral,  these  crises  were  due  to  isrnorJ 
ance  on  the  part  of  those  who  promotcif 
and  manatred  the  system,  to  consenuenl 
want  of  foresight  and  to  neglect  of  tlt{ 
most  ordinary  provision  for  contingcTiJ 
cies.  The  customary  method  of  escar 
from  these  crises  was  to  commit  a  breac'l 
of  the  law  and  then  to  press  through  tlif 
local  Legislature  a  special  Act  declar 
ing  that  the  breich  of  the  law  should 
not  he  regarded  as  a  breach  of  the  lav 
In  m>ite  of  the  fact  that  at  the  outff| 
of  its  career  the  Hydro-Electric  Con 
mission  securcfl  for  itself  extremelf 
wide  nowers,  inch  indeed  it  exercise 
ii;  a  highly  arbitrary  manner,  it  foiinl 
that  these  powers  were  inadennate  nnl 
each  year  eame  before  the  Lcgislatnif 
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isking  for  farther  and  further  powers, 
in  many  ioitaneee  theee  powen  having 
Ifllreadjr  been  illeKally  eiereiied  by  the 
iCummiMion.  In  reipcct  to  the  stato- 
|ti»ry  power*  to  expend  and  to  rail* 
lirifney,  the  CommiMion  hat  been  shown 
jhy  the  Provineial  Auditor  to  have  been 
julwaye  expending  money  illegally.  Its 
Inlmoet  invariable  praetiee  appears  to 
jlrave  been  to  spend  the  money  and  then 
laik  for  authorization.  All  'these  inei- 
]ilen»s  of  the  Hydro- Electric  admiiiietra- 
IfKin  have  been  due  to  want  of  foresight 
laming,  as  has  been  said,  alone  out  of 
I  want  of  knowledge  on  the  part  of  the 
li'ilminiet  ration. 

Britiah  InTartonAlamad. 
The  most  important  crisis  in  the  early 
ll'istory  of  the  Hydro-Electric  occurred 
lin  1906,  when  the  companies  which  hud 
|l>een  granted  leases  for  the  generntior. 
jof  power  at  Niagara  and  had  been  ir- 
I  vesting  funds  secured  chiefly  from  Bri- 
Itish   investors,  in  plants    under    these 
liases,  became  alarmed  at  the  po'.i.-v  of 
Itlie  Qovemment.     Their  represtntotivcs 
Iwnt  to  Sir  Japien  Whitney,  then  Pre- 
Imier,  to  uaoertain  precisely  the  nature 
jof  that  policy.       Sir  James  Whitney 
|t..l(i   them  distinctly    that   the  Govem- 
Iment  had  no  intention    of    interfering 
Iwith  vested  interests.    He  as«ured  them 
Im   the  most  positive  manner  that   the 
Ipower  which  was  to  be  distributed   by 
I'lo   Hydro-Electric    Commission    would 
IriMt   be  jrenerated   by  it,  hut   would   be 
■purchased    by   it  from    the  generating 
rimpanies.    He  said  decisively,  that  for 
■the  Hydro-Electric  Commission  to  gen- 
•rafe  power  on  its  own  account  would 
f'e  a  breach  of  the  agreement  the  Oov- 
Iprnment  had  entered  into  with  the  com- 
I'ames.     This  statement  of  the  Premier 
has  accepted  in  good  faith  by  the  com- 
fc'anies  and   the  declaration   then   made 
led  to  further  expenditures  upon  plant 
rn  behalf  of  the  companies.     The  suc- 
ppssors  of  the  late  Sir  Jamis  Whitney 
^nd     the     Hydro-Eleetric     Commission 
I'ave  absolutely  ignored  not  merely  the 
Solemn  engagement  made  bv  the  Premier 
In  behalf  of  the  Government,  but  in  de- 


Jauee  also  of  explicit  written  contracts 
have  done  the  very  thing  (hs  Oovtra- 
ment  guarded  itaelf  againat  in  1906. 
That  ,s,  they  have  done  the  thing  which 
Sir  James  Wfcitney  described  as  a  breaeb 
of  eontraet. 

TU  Bjr-Uwi  of  ItM. 

An  important  crisis    of  the    Hydro- 
fcleetric  Ummission  arose  over  the  pass- 

aT  "\u  ''"""'•P*'  By-J«w»  in  1908. 
After  these  by-laws  had  been  passed  by 
a  number  of  municipalities,  their  lega'- 
I  TVJ'".'"*  '"  nuestion  and  it  was 
decided  >hy  the  court  that  the  provisions 
of  the  Ontano  Municipal  Act  in  respect 
to  he  information  to  be  supplied 
to  the  electors  in  the  by-law  had  not 
been  complied  with.  Retroactive  legis- 
lation was  then  passed  in  order  to  le- 
galise the  contracts  made  between  cer- 
Jam  municipalities  and  the  Hj-dro-EIec 

Iht  Toronto  ud  London  Oontrftcta. 

Another  important  crisis  arose  when 
actions  were  entered  to  set  aside  the 
contracts  between  the  Commission  and 
the  c.t.e.  nf  Toronto  and  Lond..n 
on  the  ground  of  misrepresentation 
on  the  part  of  the  Commission 
regarding  the  oblijation  of  these  city 
corjwrations  in  respect  to  the  contract^. 
The  court  held  that  a  fiat  of  the  Attor- 
ney-General was  necessary  to  enable  the 
actions  to  he  tried.  The  Attorney-Gen 
eral  (the  late  Sir  James  Whitney)  re- 
fused to  grant  a  flat,  upon  the  strange 

ground  that  he  -could  not  divest  him- 
self of  the  knowledge  that  the  Act 
was  'intended'  to  validate  the  con- 
tracts in  question."  This  ground 
was  clearly  irrelevant,  yet  the  At- 
torney-General  assumed  the  power 
(Which  he  may  or  may  not  reallv  have 
had)  to  refuse  a  fiat,  which  he  did. 

When  the  transmission  line  from  Nia- 
gara was  erected,  ir  stead  of  followin- 
the  usual  practice  in  respect  to  ease- 
ments and  leases  of  land  for  the  line, 
the  Hydro-Electric  Commission  resort- 
ed to  arfwtrary  measures  which  neces- 
sitated  further  special   legislation. 


84 


Public  Ownership  and 


A1)Miic«  of  Foresight. 

It  has  been  remarked  that  lack  of 
foresight  haa  many  times  led  tlie  Hy- 
dro-Electric Commission  into  critical 
situations.  This  is  especially  true  with 
regard  to  the  crisis  aibout  power. 
Prom  the  beginning  they  grossly  under- 
estimated the  effect  upon  the  demand 
for  electrical  power  which  the  mere  pro- 
mise of  "power  at  cost"  would  pro- 
duce when  that  promise  was  made  by  a 
Commission  with  the  financial  resources 
of  the  province  behind  it.  The  Com- 
mission also  greprly  underestimated  the 
cost  of  iproduciiii.'  power  and  took  no 
account  of  the  limitation  in  the  supply 
of  water  by  the  International  agree- 
ment between  Canada  and  the  United 
States. 

All  of  the  estimates  of  the  quantity 
of  power  which  might  be  demanded 
were  too  low.  The  consequence  of  this 
underestimate  has  been  frequent  fail- 
ure of  current  and  constant  complaints 
on  the  part  of  the  Commission  that  they 
had  not  enough  power.  At  the  present 
time  the  Commission  is  involved  in  a 
power  crisis  of  this  kind.  It  has  in- 
creased its  purchase  of  power  and  has 
also  undertaken  to  generate  power  on 
its  own  account.  But  the  available 
margin  between  the  amount  of  water 
which  may  be  taken  under  the  interna- 
tional agreement  and  the  amount  which 
is  now  taken  is  not  great;  and  it  is 
obvious  that  the  only  way  in  which  the 
Hj-dTo-Electric  Commission  can  conduct 
its  business  is  either  to  raise  the  price 
in  order  to  diminish  the  demand  for 
power  or  to  reduce  the  amount  of  water 
which  the  companies  may  use.  If  the 
latter  expedient  is  adopted,  and  the  pro- 
cess of  reduction  has  already  begun, 
the  companies  must  eventually  give  up 
business. 

October  14,  1916. 


The  tendency  towards  frequent  crises 
in  the  mAna^ment  of  industrial  enter- 
prises under  official  administration  was 
illustrated  by  examples  from  the  history 


of  Manitoba  telephones  and  the  Ontarii> 
Hydro-Electric  Comnussdon.  The  most 
important  recent  crisis  in  wlliich  the  lat- 
ter was  involved  may  be  deecribed  as  a 
political  crisis,  in  which  the  main  issue 
was  the  Government  of  Ontario.  The 
Hydro-Electric  Commission  advanced 
the  pretension  that  owing  to  its  in- 
fluence with  the  municipalities  it  held 
the  political  control  of  the  province,  ami 
that  unless  the  Cabinet  jde'.ded  to  its 
demands,  it  would  defeat  the  Cahdne*  at 
any  election  which  might  take  place,  or 
in  the  event  of  an  election  being  post- 
poned, tihat  it  would  transfer  its  in- 
fluence to  the  Opposition,  and  by  this 
means  defeat  the  Government.  The  de- 
mands of  the  Hj^ro-Electric  Commis- 
sion were,  to  say  the  least  of  it,  exor- 
bitant beyond  belief.  It  demanded  all 
the  funds  which  it  considered  necessary 
for  its  fantastic  schemes,  and  it  demand- 
ed also  that  tlie  expenditure  of  thesi' 
funds  should  be  exempt  from  audit.  In 
other  words,  the  Commission  should  re- 
ceive a  blank  cheque  from  the  Govern- 
ment, and  should  not  be  required  to  give 
any  account.  Although  the  Cabinet  ha.l 
previously  shown  itself  to  be  incredibly 
weak  in  yielding  to  the  Commiission,  and 
had  under  the  pressure  of  suppositious, 
political  influence  acquiesced  in  many 
irregularities,  these  demands  were  toi 
much,  and  with  a  prcipiiiety  whidh  was 
almost  greater  than  might  have  Ijeen  ex 
pecied,  it  refused. 

The  Hydro-Electric  organs  did  not 
spare  the  Government;  but  if  the  Gov- 
ernment had  gone  farther  and  refused 
absolutely  to  give  tihe  Hydro-Etectric 
Commission  any  further  facilities  for 
exploiting  the  credit  of  the  province,  it 
would  have  earned  the  lasting  gratituiU 
of  the  people  of  Ontario.  Had  it  drawn 
the  line  sharply,  it  would  have  avoided 
either  for  itself  or  its  successora  tJi* 
complete  recasting  of  tihe  system  of  taxa- 
tion of  the  province,  which  must  in 
evitably  result  from  the  necessity  of  pro 
viding  out  of  the  general  revenue  of  tin 
province  for  the  enormous  deficits  whicli 
must  be  incurred  by  the  Commission.   It 
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is  quite  obvious  that  at  tfhe  present  tiiue 
the  principal  revenue  of  the  province  is 
(krived  from  the  joint  stock  companies 
which  carrj-  on  business  within  its  boun- 
daries. 

If  the  conduct  of  the  Govemmenit  ren- 
ders it  impossible  for  such  companies  to 
carry  on  business,  the  Government  must 
lind  its  revenue  otherwise  than  from 
them.  Since  every  encroachment  by  tRe 
Govemmenit  or  by  Commissions  insti- 
tuted by  it  must  involve  dimimished  re- 
venue from  these  joint  stock  comipanies, 
it  is  clear  tliat  ere  long  the  Provincial 
Government  must  resort  to  another  form 
of  taxation  in  order  to  secure  the  re- 
venue necessary  to  conduct  the  business 
of  the  province.  If  every  service  ren- 
dered by  the  Government  or  by  its  Com- 
raisedons  is  to  be  rendiereil  "at  cost," 
and  if  the  Government  raonoipolizes  all 
services,  there  can  remain  nothinff  for 
the  general  senice  of  the  State. 

More  than  most  regions  of  its  size, 
Ontario  requires  the  aid  of  external 
capital  to  develop  its  resources.  This 
development  has  been  retarded  in  the 
past  by  fluetuatinfr  and  ill-advised  gov- 
ernmental policy;  if  such  policy  is  con- 
tinued, tihe  only  eonsequences  must  be 
the  retardation  of  further  development. 

The  PreMnt  Power  Crisis. 
The  crisis  in  which  the  Commission  is 
now  involved  is  a  power  crisis,  in  which 
they    are    encountering  a  demand   for 
power,  stimulated  by  the  temporary  re- 
duction of  price,  due  on  tihe  one  hand  to 
the  eflfopt  on  the  part  of  the  Commission 
to  redeem  their  pledges  to  smpply  cheap 
power,  and  on  the  other  to  the  effort  on 
the  part  of  the  companies  to  compete 
with  a  Commission,  subsidized  as  it  is 
hy  tihe  province  and  the  municipalities. 
The  prices  which  have  been  fixed  by  the 
(Commission  are  purely  arbitrary;  they 
have  no  relation  to  the  (prices  at  which 
e'ectrifit  ,•  can  be  continuously  sold,  and 
'hey  hpie  no  relaltion  to  the  increasinsr 
demand.    The    onditions  brought  about 
by  the  intervention  of  the  Hydro-Elec- 
'ric    Cflmmission,    inexperienced    as    it 
w  as  and  is  in  the  condno-t  of  such  enter- 


prises, has  demoralized  the  power  mar- 
ket.   It  is  true  that  the  condition  is  un- 
doubtedly tcinporary.  and  that  the  Com- 
mission must  at  some  point  cease  to  be 
able  to  increase    its  t  i^ply    of  power. 
Then  it  will  becoir    iuppartut  to  the  gen- 
eral public  that     ae  credit  ot  tlie  pro- 
vince has  been  en    i'.:e  I.  the  res-oin  vs  of 
the  proWnce  mort .  i-^-  d,  and  the    ncome 
of  the  province  dra.in  .ipon  for  (he  pur- 
pose of  providing  a  certain  number  of 
municipalities,    and  in  these    a  certain 
number    of  individuals,    with  electrical 
power  not  "at  cost."  but  below  coat,  and 
at  the  expense  of  the  prownee.    When 
the  general  public   have    become    fully 
aware  of  that  fact,   the  Hydro-Electric 
Connraission  must  raise  its  rates;  and  in 
the  raisina:  of  them  they  must  lose  cus- 
tomers, and  go  on  losing  them,  until  all 
the   customers,   whose  only   inducement 
to  take  power  was  the  relative  cheap- 
ness of  it  at  successive  points  on  the 
scale  of  prices,  have   been  eliminated. 
Meanwhile,    the    Hydro-Electric    Com- 
mission, through  the  demoralization  of 
the  markeit  for  power,  will  have  driven 
private  enterprise  out  of  the  field,  if  not 
entirely,  at  least  so  fiar  as  some  estab- 
lished and  all  new  enterprises  are  con- 
cerned. 

A  Doc-io-Hanger  Policy. 

In  this  connection  it  is  instructive  !<• 
notice  that  the  policy,  (which  can  onl« 
fittingly  be  described  as  that  of  a  doj; 
in  a  manger,  adopted  about  twenty  years 
ago  by  some  of  the  larger  municipalities 
in  Great  Britain  and  supported  by 
Parliament  and  by  the  Electrical  De- 
partment of  the  Board  of  Trade  both  of 
which  were  terrorized  by  the  political 
influence  of  the  municipalities)  ac- 
counts wholly  for  the  slow  development 
of  electrical  enterprise  in  Great  Britain. 
Under  private  enterprise,  the  most  im- 
portant early  advances  in  electric  light- 
ing were  made  in  Great  Britain;  theso 
advances  were  checked  and  a  promising 
industry  restricted  and  almost  totally 
ruined  by  the  conjoint  action  of  the 
municipalities  and  Parliament.    The  fear 
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that  any  one  should  make  a  profit  out  of 
a  public  service  became  a  kind  of  panic 
and  the  inevitable  result  was  that  no 
one  wanted  to  provide  service  for  the 
public,  the  municipalities  showed  them- 
selves quite  incompetent  to  do  so,  the 
public  service  steadily  declined  in  effi- 
ciency and  the  electrical  industry  was  al- 
most ruined.    The  most  remarkable  per- 
iod of  invention    and    improvement    in 
public  lighting  took  place  when  electric 
lighting  under  the  management  of  private 
enterprise  competed    with    gas    lighting 
under  municipal  management.   Gaslight- 
irig  in  many  cities  was  enormously  im- 
proved, while  electric  lighting  gradually 
won  its  way  to  a  commanding  position 
ities  began  to  undertake  the  supply  of 
for  public  lighting,  when  the  municipal- 
electric  light,  as  well  as  gas,  the  process 
of  development  was  arrested  and  Great 
Britain  fell  behind.     This  circumstance 
reacted  upon  the  manufacturing  of  elec- 
trical appliances.      The    manufacturers 
looked  abroad  for  their  market,  while 
the    municipalities    strangled    the    elec- 
trical business  in  the  interests  of  their 
gas  departments. 

Strangling  Private  Enterprise. 

The  course  of  history  sketched  above 
may  be  regarded  as  indicating  the  almost 
inevitable  course  of  history  in  the  im- 
mediate future  of  Ontario.  The  power 
crisis  will  be  surmounted  by  the  Hydro- 
Electric  strangling  every  private  enter- 
prise in  the  province  which  in  any  way 
competes  with  it,  absorbing  all  the  power 
which  it  can  find  means  to  develop  and 
then  when  it  possesses  a  statutory  mon- 
opoly of  electrical  industries  attempting 
to  raise  its  rates  in  the  same  arbitrary 
fashion  as  it  lowered  them.  To  obtain 
a  supply  of  power  in  any  particular  case 
will  require  the  exercise  of  political  pres- 
sure and  the  province  must  rapidly  glide 
into  a  hopelessly  demoralized  condition. 
Meanwhile  the  electrical  manufacturing 
industry  will  be  strangled  in  the  same 
way  as  the  same  industry  was  strangled 
in  Great  Britain  and  as  the  industry  of 


distributing  power  has  been  strangled  ii 
Ontario. 

It  is  very  significant  that  whether  ai<l 
ed  or  not  by  an  active  lobby,  allegti 
to  have  been  carried  on  by  the  Hydr  i 
Electric  Commission  at  Alb'any  (a  very 
questionable  proceeding)  the  building  . : 
radial  lines  in  Ontario  by  private  enter 
prise,  has  been  impeded.    The  determiii 
ation  of  the  Hydro-Electric  Commissi<in 
to  stamp  out  by  any  means  all  competi 
tion  must  thus  be  rendered  absolutclj 
certain.    Private  enterprise    which    has 
been  applied  directly  to  the  rendering  nf 
public   services    has   been    the   first    t 
suffer.    In  a  short  time,  we  shall  be  tol 
that    it    is    quite    impossible    for    tlie 
Hydro-Electric  system  to  pay  expenses  s 
long  as  it   is  being    held    up    by    con 
scienceless  manufacturers    of    electrics 
supplies  and  compelled  to  pay  exorbi 
tant  prices  for  these.      The  Commission 
will  argue  that  this  proceeding  will  forc( 
it  into  manufacturing  on  its  own  account 
It  may  therefore  be  expected  to  embarl 


upon  the  construction  of  street  railwa 
cars,  and  of  electrical  plant  of  all  kinds 
The  consequences  of  this  expansion  ol 
the  activities  of  the  Hydro-Electri( 
must  be  the  ruin  of  one  of  our  mos 
promising  industries  and  the  driving  o 
our  electrical  engineers  out  of  the  conn 
try. 

October  21,  1916. 
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OonBeqnences  of  the  Power  Oriiis 

It  has  already  been  remarked  tha 
the  Commission  is  now  in  the  throe 
of  a  power  crisis,  the  causes  of  whi( 
have  already  been  noticed.  Some  of  t'l' 
consequences  of  the  crisis  remain  to  b 
considered.  Relief  has  been  sought  b; 
forcing  the  companies  now  generatini 
lias  been  done,  one  of  the  coirpan: 
electricity  to  supply  power,  not  at  th 
market  price  of  it  but  at  an  arbitrar 


price  fixed  by  the  Commission.  Thi 
has  been  forced  to  sell  power,  a' 
though  it  appears  that  the  price  ha 
not    been    definitely    fixed.      It    mu* 
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De  remembered  that  the  Hydro-Elec- 
ric  8}iBtem  nowhere  provides  for  an 
ilternative  steam  supply.  This  cir- 
umstance  renders  their  supply  very  un> 
ertain  and  handicaps  the  system  in  view 
if  the  fact  that  at  least  riome  of  their 
iresent  competitors  (as  fui-  example  the 
'oronto  Electric  Light  Co.)  possess  an 
Iternative  steam  plant  which  indeed  is 
ailed  into  requisition  and  is  found  to 
e  advantageously  so  called  even  when 
he  emergency  of  a  failure  of  the  power 
rom  Niagara  does  not  occur.  Thus  the 
lydro-Electric  Commission,  by  forcing 
lie  generating  companies  to  sell 
ower  through  it,  may  throw  upon  these 
ompanies  an  increasing  obligation  to 
iipply  alternative  steam  power  while 
t  the  same  time  the  Hydro-Electric 
'ommission  is  doing  its  utmost  to  pre- 
ent  the  companies  from  obtaining  cap- 
:al  for  any  purpose  whatever. 

The  crisis  in  which  the  Commission  is 
f  present  involved  is  a  crisis  arising 
rom  deficiency  of  power  but  it 
lust  be  remembered  that  the  con- 
itions  under  which  the  system  must  be 
forked  involves  the  acquisition  of  power 


lectri(  1  large  amounts  and  not  in  small  in- 
rements.  Thus  the  next  crisis,  when  the 
"liippewia  power  plan  is  developed,  must 
e  a  crisis  in  which  there  is  not  a  defi- 
icncy  of  .power,  but  a  surplus  of  it.  How 
an  thia  crisis  'be  relieved  T  Only  by  sell- 
nsr  Dower  out  more  cheaolv  in  orler  still 
urther  to  stimulate  demand,  or  start- 
ig  enterprises,  especially  radial  rail- 
ays  for  the  purpose  of  using  up  the 
ower  regardless  altogether  of  whether 
not  these  enterprises  meet  their  ex- 
enses. 

The  Treaty  Crisis 

When  the  plans  of  the  Hydro-Electric 
at  present  formulated  are  fully 
pan:  >Arried  out,  the  whole  of  the  power 
at  th  t  Niagara  Falls  available  under  treaty 
iitrar  ill  be  utilized,  and  then  two  concurrent 
Tlii  lises  will  emerge — one  a  treaty  crisis 
r,  a'  nd  the  other  a  financial  crisis. 
»e  ha  The  treaty  ibetween  Canada  and  the 
ran*     nited   States  restricts  the  amount  of 


power  which  may  toe  taken  respectively 
by  each  country.  This  treaty  was  con- 
cluded after  a  long  period  of  negotia- 
tion. An  influential  body  of  opinion  in 
the  United  States  was  eltronigly  averse  to 
the  impairment  of  the  beauty  of  the 
scenery  of  the  Niagara  Falls  and  their 
surroundings  by  the  utilization  of  the 
water  for  industrial  purposes.  With 
much  difficulty  a  compromise  was  ar- 
rived at,  and  each  country  was  permitted 
to  withdraw  a  certain  amount.  The  ac- 
tion of  the  Hydro-Electric  Commission  in 
proposing  to  draw  water  from  the  Chip- 
pewa River  has  reopened  the  question, 
and  correspondence  has  already  taken 
p'.ace  on  the  subject  between  Washing- 
ton and  Ottawa.  The  Dominion  Govern- 
ment haa  indicated  that  the  water  power 
which  the  Ontario  Government  proposes 
to  take  will  not  exceed  the  amount  as  at 
present  determined  by  treaty.  Yet  the 
projects  of  the  Hydro-Electric  go  far  be- 
yond this  amount.  If  these  projects  are 
carried  out,  the  who!e  question  must  he 
definitely  reopened.  It  is  quite  conceiv- 
able that  the  reoipening  of  it  might  result 
in  a  more  or  less  acute  internation.il 
crisis;  and  it  might  be  that  at  a  critical 
moment  in  the  relations  of  the  two  coun- 
tries, the  question  would  be  still  un- 
settled and  discussion  of  it  might  be  in- 
expedient and  even  dangerous.  Rhetoric 
a;bou(t  the  "white  coal"  of  Niagara  will 
not  avail  against  the  determined  opposi- 
tion of  people  in  the  United  States,  who 
are  not  disposed  to  permit  the  destruc- 
tion of  what  they  consider  a  great  na- 
tional asset.  Even  the  prospect  of  re- 
ducing the  iprice  of  nower  bv  a  dollar  or 
two  will  not  appeal  to  them  as  suf- 
ficient compensation.  Moreover,  dis- 
tunbance  of  the  existing  arrangement, 
arrived  at  with  so  much  pain«.  may  not 
redound  to  the  advantage  of  Canada.  No 
one  who  is  fatmiliar  with  the  history  of 
the  ne^rotiation'S  which  preceded  the 
treaty,  and  of  the  arrahjrement  which 
placed  the  question  in  the  hands  of  the 
International  Waterways  Commission 
on  certain  terms,  would  rashly  disturb 
the  existing  arran$:e>ment,  and  bring  this 
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thorny  and  difficult  question  once  more 
into  the  field  of  interaational  politics. 
Yet  this  is  where  the  heedless  projects 
of  the  Hydro-Electric  are  inevitably 
leading. 

The  FinascUl  Oriais 
Another  crisis  than  this  last  men- 
tioned is  even  more  imminent.  Deficits 
in  the  Hydro-Electric  are  inevitable  for 
a  long  time  to  come  and  no  matter  how 
these  may  be  disguised  by  the  system  of 
accounting,  some  day  they  must  come 
demonstrably  to  light.  The  deficits  of 
the  municipal  enterprises  which  are  al- 
ready apparent  must  react  upon  the  ac- 
counts of  the  Commission  sooner  or 
later. 

We  must  thus  anticipate  at  no  dis- 
tant period  of  time,  a  serious  financial 
crisis  in  the  Hydro-Electric  affairs. 
The  crisis  will  no  ioabt  he  attributed 
to  the  conditions  engendered  by  the  war; 
but  this  must  be  regarded  as  a  wholly 
unjustifiable  attribution.  The  crisis  will 
be  due  to  fundamental  defects  in  the 
whole  structure  and  conduct  of  the  Hy- 
dro-Electric system,  to  the  want  of  pro- 
vision of  adequate  capital,  to  the  want 
of  anticipation  of  the  demand  which 
must  be  created  by  arbitrary  fixation  of 
the  price  and  to  the  general  defective 
conditions  of  a  technical  kind,  custom- 
ary in  public  enterprises. 

No  one  can  tell  at  the  present  moment 
at  what  date  the  war  will  come  to  an 
end;  but  no  prophet  is  needed  to  tell  us 
that  for  a  long  time  thereafter  the  de- 
mands uf>on  the  money  market  'by  Gov- 
e-.-aments  in  Europe  and  elsewhere  will 
1  e  great  enough  to  keep  the  rate  of  in- 
terest relatively  very  high.  The  enor- 
mous mass  of  the  public  d«bt  of  all  conn- 
tries,  so  greatly  enhanced  toy  the  war, 
must  lead  to  extreme  economy  in  Oov- 
emmental  expenditure.  The  financing  of 
the  huge  loans,  past  and  future,  must  in 
the  nature  of  the  ease  be  so  difficult  to 
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manage,  that  every  effoit  must  by  force 
of  circumstances  be  made  by  all  Oovem- 
raenta  to  reduce  their  gross  requirements 
for  all  punposes  to  the  smallest  prac- 
ticable Iknits.  Any  Government  that  at- 
tempted to  increare  it«  total  of  obliga- 
tions unnecessarily  would  speedily  find 
itself  frozen  out  of  the  money  market. 
Neither  the  Dominion  nor  the  Provincial 
Governments  of  Canada  can  be  per- 
mitted to  exploit  the  gallantry  of  the 
Canadian  troops  and  the  value  of  their 
.services  in  the  war  by  vulgar  appeals  for 
money  on  the  ground  of  that  gallantry 
or  these  services.  Even  if  they  did  so, 
the  appeal  must  fall  on  deaf  ears,  for 
tile  stupendous  magnitude  of  the  obliga- 
tions which  must  exist  at  the  close  of  the 
war  must  of  necessity  prevent  such  ap- 
peals from  being  heeded. 

On  narrower  grounds  than  these,  how- 
ever, it  may  well  be  that  so  far  as  the 
Hydro-Electric  Commission  is  concerned, 
further  demands  for  capital  may  be  re- 
fused until  and  unless  adequate  evidence 
is  forthcoming  of  the  soundness  of  the 
financial  basis  of  its  credit.  So  long  as 
there  remains  no  provision  hy  means  of 
a  sinking  fund  or  otherwise  for  the 
amortization  of  its  clbli^ations,  and  so 
long  as  there  is  no  independent  audit  of 
its  accounts,  further  credit  is  likely  to 
be  firmly  refused. 

Some  time  ago  it  wm  unonnced  that 
a  well-kno^ni  firm  of  acconntants  had 
been  nnployed  to  make  an  investicatioD 
into  the  Hydro-Electric  accounts..  No 
report  from  this  Ann  has  yet  been  pnb- 
lished.  It  may  be  that  the  invetticKtion 
has  not  yet  been  concluded;  bnt  until  it 
has  been  concluded  and  nntil  a  satis- 
factory report  upon  past  expenditores 
has  been  prodnced,  it  wonld  be  mere 
folly  on  the  part  of  any  Oo^emmeDt  to 
commit  the  credit  of  the  province  any 
further  than  it  has  already  been  oom- 
nutted  to  the  highly  speculatiTe  schemes 
of  the  Hydro-Electric  Oommission. 
28,  1916. 
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Tenth  Objection:  AbMnce  of  Board  of  Dirccton. 
XL 


The  tenth  objection  to  the  conduct  of 
induitrial  enterprises  by  Government 
utHcials,  ia  the  absence  in  the  manage- 
ment of  a  properly  constituted  board  of 
directors  accustomed  to  deal  with  af- 
fairs of  magnitude  and  tbe  suibstitution 
for  such  a  body  of  a  committee  of  poli- 
ticians, or  the  nominees  of  politicians, 
appointed  on  grounds  having  no  relation 
tu  their  administrative  capacity. 

The  board  of  a  large  joint  stock  com- 
pany is  customarily  composed  of  four 
classes  of  persons  in  varying  propor- 
tions. These  classes  are  as  follows:— 
Directors  with  a  technical  knowledge  of 
the  industry  br  business  in  which  the 
company  carries  on  operations,  directors 
who  have  been  trained  in  or  iu  close 
association  with  the  company  or  with 
privately  organized  firms  which  preced- 
ed the  formation  of  the  company,  and 
who  are  therefore  familiar  with  its 
transactions  and  methods  of  business, 
directors  who  are  specially  qualified  for 
dealing  with  the  larger  financial  ar- 
rangements which  the  company  may  find 
it  necessary  to  make,  and  finally,  direc- 
tors who  are  representative  of  or  who 
are  themselves  large  investors  in  the  en- 
terprise. 

One  or  more  of  the  directors  may  belong 
to  all  of  these  classes;  but  in  the  com- 
position of  a  properly  constituted  board, 
all  of  the  classes  must  be  represented, 
and  in  all  successful  and  permanent 
joint  stock  companies  there  must  be  a 
certain  proportion  of  each  class  on  the 
board.  As  a  matter  of  experience,  it 
is  extremely  difficult  to  attain  this  ideal, 
especially  in  the  United  States  and  Can- 
ada, where  business  enterprise  of  mag- 
nitude ia  a  comparatively  new  growth. 
It  is  not  difficult  in  Great  Britain,  Hol- 
land, or  France;  and  for  that  reason 
tliere  is  much  greater  stability  in  joint 
stock  enterprises  in  these  countries  than 
there  is  in  similar  enterprises  in  Amer- 
ica. 

The  Public  Attttnde. 

There  is  also,  it  must  be  said,  less  pro- 


vocation of  public  hostility  towards 
joint  stock  enterprise  in  Europe  than 
there  is  in  America  because  such 
enterprise  is  customarily  conducted  in 
Europe  with  greater  skill,  with  greater 
sense  of  responsibility  and  regard  for 
the  relation  between  the  permanent  in- 
terest of  the  company  and  the  perman- 
ent interest  of  the  public.  It  may  be  re- 
marked also  that  these  characteristics 
are  not  infrequently  accompanied  by  .1 
conservatism  which  to  the  feverish  en- 
ergy of  the  American  company  promo- 
ter may  seem  another  name  for  inertia. 
Yet,  in  the  case  of  the  United  States  for 
some  years,  and  in  Canada  for  a  shorter 
period,  for  the  most  part  through  imi- 
tation, there  has  arisen  a  movement 
which  at  times  has  risen  to  a  furore 
against  "corporations."  These  "cor- 
porations" are  of  course  joint  stock 
companies  whose  shares  and  other  secu- 
rities are  held  by  hundreds  of  thous- 
ands of  the  very  people  who  have  joined 
in  the  furore  against  them. 

In  Europe  no  such  furore  has  arisen 
and  the  corporation  or  joint  stock  com- 
pany has  not  (been  dragged  into  politics 
in  the  same  manner  as  it  has  been  dras;- 
ged  into  politics  in  the  United  States 
and  Oanad*.  The  reason  lias  partly  in 
tbe  management  of  joint  stock  enter- 
prises in  the  respective  re^ons  and 
to  a  larger  extent  in  the  manoeuvres 
in  America  of  politicians  who  have 
found  corporation  baiting  a  profitable 
aport.  On  the  other  hand,  politicians 
have  been  able  to  blackmail  the  corpor- 
ations and  at  the  same  time  enhance 
their  own  prestisre  in  the  eyes  of  the 
puiblic.  The  presence  of  a  ifew  enthu- 
siastic, unworldly  but  ill-instructed  peo- 
ple, has  given  the  movement  a  certain 
specious  air  of  respectaftiilitv.  while  the 
movement  has  also  been  aided  by  the 
arrosranee  of  some  of  the  iy>mnanT  pro- 
moters whose  methods  and  manners  are 
universally  disavowed  by  serious  and 
able  oreranizers  of  business  enterprises. 
When  the  public  incited  by  the  politi- 
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cians,  directs  ita  wrath  indiscriminately 
againtt  all  corporations  because  some  of 
them  do  wrong,  or  are  alleged  to  do 
wrong,  it  is  invariably  an.  indication 
either  that  the  courts  of  law  are  nut 
courts  of  justice,  or  that  the  legisla- 
tive and  executive  powers  are  incom- 
petently exercised.  In  a  democratically 
constituted  Government  there  need  bu 
no  difficulty  in  preventing  joint  stock 
companies  from  committing  breaches  of 
the  law;  nor  should  there  be  any  dif- 
ficulty in  devising  legislation  for  the 
purpose  of  safeguarding  the  public  in- 
terest against  any  possible  attack. 

Furore  Against  Corporation  Againat 
PnbUe  Interoat 

If,  therefore,  the  politicians,  support- 
ed by  a  public  movement  which  they 
have  engineered,  engage  in  a  campaign 
aj/ainst  joint  stock  enterprise,  they  must 
be  held  to  be  engaged  also  in  a  cam- 
paign against  the  public  interest.  It 
cannot  be  in  the  interest  of  the  commun- 
ity to  prevent  or  even  to  discourage 
spontaneous  co-operative  effort.  To  do 
so  is  to  drive  energetic  and  able  mni 
out  of  the  country  and  to  prevent  the 
importation  of  capital  into  it.  Above 
all,  this  is  true  in  a  country  like  Can- 
ada, where  there  is  as  yet  comparative- 
ly slender  accumulation  of  capital  when 
the  amount  of  it  is  considered  in  rela- 
tion to  the  requirements  for  the  devel- 
opment of  our  natural  resources  and 
where  the  immigration  of  effective  and 
energetic  people  is  urgently  needed. 

Opposition  to  Oo-operation. 

The  rationale  of  the  movement  against 
corporate  and  co-operative  effort  prolb- 
ab'.y  lies  in  the  fact  that  Canada  is  still 
predominantly  an  agricultural  country 
and  that  the  farmer  is  characteristically 
appose  i  to  co-operation  in  any  form. 
H's  natural  enemies  are  the  loan  corpor- 
ation, which  holds  the  mortgage  on  his 
farm,  the  implement  manufacturing 
corporation,  which  tiolds  his  notes  for 
his  agricultural  machinery,  and  the  rail- 
way corporation  which  charges  him 
rates  of  freight  upon  his  grain,  which 
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from  his  point  of  view  are  always  «.\ 
orbitant.  Quite  naturally,  the  farmer  i> 
under  the  impression  that  he  controls 
the  Government  and  that  therefore  d 
all  these  services  were  rendered  by  tlie 
Government  he  could  himself,  through 
his  control  of  the  Government,  regulatr 
the  chaises  for  all  of  these  services. 

It  is  possible  that  such  a  policy  could 
be  developed ;  but  long  before  it  became 
perfected,  Canada  would  have  lost  all 
her  industries,  and  would  have  beoomi 
an  exclusively  agricultural  region. 

The  reasons  for  this  conclusion  wil 
nppear  whenever  the  objection  against 
puiblic  ownership,  as  stated  at  the  heai 
of  this  article,  is  folly  realized.       Th 
committees  or  commissions  entrusted  liv 
the  executive  Government  with  the  con 
duct  of  enterprises  under  public  ownoi 
ship  are  almost  invariably  appointed  on 
political  grounds.       In  almost  none  of 
them  are  any  of  the  classes  cataloguci 
above  represented.    The  Executive  Gov 
eminent  is  not  wholly  to  blame  for  tha; 
condition,  excepting  in   the  sense  th.i; 
if  it  could  execute  a  statute  of  self-ah    ^y^^ 
negation,  the  condition  might  be  alter 
ed.     The  condition  is  due  to  the  foe* 
as  experience  has  practically  invariabl; 
shown,  that  a  commission  appointed  bj 
the  Government    acts    under    the    con 
trol    of    the    Government    and    unde 
constant      pressure      of      interferenc 
by  it.     Competent  persons  will  be   re 
luetant  to  risk  their  reputations  by  ac 
eepting  positions  upon  such  commission: 
"v^n  with  guarantees  of  freedom  upi 
political  pressure.  Thus,  the  commissio 
appointed  by  a  Government  to  manas    que 
an    industrial    enterprise    is    upon     it    ser 
organiation  almost  never  competent.  I 
course  of  time,  some  of  the  members 
a   commission   may  probably  learn   thBnici 


business,  although    such    a    process 
education  is  extremely  expansive  ti  tl 
public;  but  when  thev  have  becom    a 
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quainted  with  the  details  of  the  busines    \  ^' 
the  invariable  consequence  is  that  the 
quarrel    with    the    Government    on 
ground    of    political    interference    an 
throw  up  their  position  in  disgust. 
4,  1916. 
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In  those  enterpriies  the  sueceufiii 
conduct  of  which  requires  not  merely 
technieal  knowledge  of  a  business  but 
capacity  for  conjidering  dispassionatt'- 
ly  and  determining  promptly  matters  of 
industrial  policy,  the  politician  is  con- 
spicuously out  of  place.  So  also  he  is 
out  of  place  in  those  enterprises,  tho 
successful  conduct  of  which  requires  a 
knowledge  of  finance  and  experience  in 
the  practice  of  it. 

The  board  of  directors  of  any  indus- 
trial •  organization  which  does  not 
keep  steadily  in  view  the  continuity  of 
the  enterprise  would  be  faithless  to  the 
trust  which  has  been  placed  in  it  by  the 
proprietors.  The  political  commission  is 
in  a  different  position.  An  adverse  votf; 
of  the  lepslature  on  a  question  of  gen- 
eral policy  might  suddenly  throw  the 
srovernment  out  of  power  and  the  com- 
mission would  sooner  or  later  have  to 
follow  it;  no  matter  how  successfully  it 
misrht  ha.-e  conducted  the  enterprise  in 

'YOf*    which  it  was  particularly  interested, 
altera 

The  Political  Inflneace. 

The  political  commission  has,  therefore 
no  inducement  to  secure  continuity.  The 
conduct  of  the  enterprise  must  be  sucli 
as  to  contribute  towards  the  mainten- 
ance of  political  power  in  the  hands  of 
tile  party  which  has  appointed  it,  and 
other  and  more  permanent  interests 
must  be  sacrificed  for  that.  This  atti- 
tude necessarily  influences  decisions  uc- 
|on  what  ought  to  be  purely  technical 
uestions,  viz.,  the  fixation  of  rates  for 
service  and  the  appropriation  of  depre- 
dation and  sinking  funds. 

From  the  point  of  view  of  the  tech- 
nical management  of  an  industrial  en- 
terprise the  absence  of  a  skilled  board  ii 
tt  great  disadvantage.  The  success  of 
the  enterprise  may  be  compromised  by 

ines    »  decision  on  political  grounds  of  which 
he   th«  technical  management  may  wholly 

(  i\  iJisapprove.  Thus,  for  example,  a  rate 
for  a  service  may  be  determined  by  n 
Jolitioal  commission  against  technical 
idvice  and  with  the  full  knowledge  that 
the  permananee  «f  the  service  might  be 
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compromised.  Again,  also  technical 
managers  quite  competent  for  the  exer- 
cise of  their  p,»per  functions  are  not 
unusually  unable  to  determine  questions 
of  general  industrial  policy.  In  the  State 
service  they  generally  look  in  vain  ti) 
their  commission  or  committee,  of  man- 
agement for  guidance. 

Experienced  Directors  NeceiMry. 
In  general  when  propagandists  of 
''public  ownership"  are  demonstrating 
its  advantages  on  the  platform,  they 
make  much  of  the  circumstance  that  a 
great  saving  must  be  effected  by  the 
elimination  of  the  "headquarters  staff" 
or  of  an  expensive  board  of  directors. 
This  plea  was  as  matter  of  fact  mads 
for  example  when  the  Manitoba  Govern- 
ment Telephones  were  projected.  In 
that  case  the  headquarters  staff  was  dis- 
pensed with  and  the  consequences  were 
disastrous. 

In  so  highly  complicated  a  business  as 
the  supply  of  electrical  power  and  the 
administration  of  radial  railways,  some 
thing  more  is  necessary  than  the  em- 
ployment of  technical  assistance  in  the 
narrow  sense.  The  superior  direction 
especially  in  large  questions  of  policy 
must  reside  in  the  board  under  what 
ever  name  it  may  be  called,  and  unless 
this  board  is  thoroughly  experienced  in 
the  business,  enormous  losses  may  read- 
ily be  incurred  in  a  very  short  period. 
Such  faults  of  management  occur  no 
doubt  in  some  industrial  enterprises 
conducted  on  the  voluntary  principle; 
but  state  and  municipal  enterprises  are 
much  more  certainly  and  frequently 
subject  to  these  faults  of  management 
for  the  simple  reason,  that  the  managers 
have  something  else  to  think  about  than 
the  mere  conduct  of  the  business,  viz., 
the  political  effect. 

It  is  matter  of  experience  in  cases 
where  an  industrial  enterprise  is  con- 
ducted by  a  political  committee,  that  it 
is  extremely  difficult  for  the  technical 
management  to  secure  the  attention  of 
the  committee.  The  members  of  the  eom- 
mittee  through  indolence  or  laek  of 
mental  capacity  are  found  habitually  to 
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negLct  their  duties  upon  it,  eipeeially  if 
Mi  often  happens  they  receive  no  special 
remuneration  for  the  work.  They  refuse 
or  neg'.eet  to  read  the  reports  which  are 
submitted  to  their  judgment,  and  in  gen- 


eral avoid  the  performance  of  the  dutit  i 
they  are  supposed  to  diseharge.  TliiJ 
might  not  be  the  ease  in  an  ideal  society] 
but  it  is  well  known  to  be  the  case  icj 
ours. 


November  11,  1916. 
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The  eleventh  objection  to  the  i^onduet 
t'  induitrial  enterprise*  by  Qovi  inment 
nieials  it  the  neglect  by  the  Movem- 
ent which  puriuei  the  policy  of  "pub- 
ic ownership,"  of  the  functions  proper 
0  it  as^  Qovemment,  owiofr  to  the  prc- 
cupa  .of  its  members  in  enterprises 
hich  they  labor  unsuccessfully  to  un- 
erstand  duringr  the  comparatively  short 
iriod  of  their  administration  and  to 
he  engagement  of  the  resources  and 
redit  of  the  country  in  hazardous  en- 
erprises  which  are  continuous  sources 
t°  anxiety. 

This  objection  is  particularly  appli- 
able  to  the  case  of  municipalities,  not 
nly  in  this  but  in  many  other  countries, 
nder  the  influence  of  propaganda  for 
'public  ownership,"  conducted  gener- 
lly  by  people  who  are  quite  ignorant  of 
he  history  of  the  question  and  quite  in- 
ocent  of  any  critical  judgment  upon  it, 
unieipalities  often  plunge  into  projects 
f  municipal  ownership  of  services  which 
lay  fairly  be  called  luxuries,  before 
uch  primary  essentials  as  water  supply 
nd  sewage  have  been  properly  provided, 
'his  tendency  was  corrected  in  the 
Jnited  Kingdom  by  the  Local  Govem- 
lent  Boards,  which  exercised  a  certain 
ipervision  over  the  municipalities.  These 
cards  effectively  checked  the  tendency 
owards  embarking  the  means  of  the 
axpayers  in  such  luxuries  as  municipal 
flephones  for  example,  while  the  eaeen- 
al  services  were  absent  or  were  inef- 
ciently  supplied.  Where  a  superstition 
f  public  ownership  affects  a  govern - 
lent,  the  check  whicn  has  been  custo- 
larily  imposed  upon  the  municipalities 

withdrawn  or  neglected,  and  these 
ndies  are  left  to  p'.unse  the  taxpayers 
ilabiting  the  administrative  areas  in- 

indeflnite  obligations.  For  example, 
nder  the  Hydro-Electric  Acts  of  last 
'ssion,  the  amounts  raised  by  munici- 
alities  for  radial  railways  are  declared 
ot  to  fall  within  the  limits  of  indebted- 


That  is  to  say  that  a  debt  incurred  for 
a  radial  railway  is  not  a  debt  within 
the  meanin;;  of  the  Act.  The  effect  of 
this  ostrich-like  policy  must  necessarily 
diminish  the  credit  of  the  municipalities 
because  by  means  of  it,  th«  total  debt 
incurred  by  them  is  <>oncealed  and  is 
very  difficult  to  discover.  In  Canada  the 
institution  of  a  Local  Government  Board 
is  hardly  practicable  —  a  provincial 
board  under  present  conditions  would  be 
so  much  under  party  political  eontrol 
that  it  would  be  useless  and  a  Dominion 
Board  would  necessarily  bring  the  Dom- 
inion into  conflict  with  Provincial  juris- 
diction. In  Ontario  the  mingling  of  Pro- 
vincial and  municipal  finance  which  has 
been  part  of  the  policy  of  the  Hydro- 
Electric  Commission,  has  a  history  pre- 
vious to  that  commission  which  suggests 
very  grave  difficulties  in  this  second  ex- 
periment. 

Spread  of  the  MoTanmit 

The  only  real  safety  for  this  country 
is  to  confine  the  Dominion,  Provincial 
and  municipal  authorities  to  the  per- 
formance of  obviously  essential  admin- 
istrative duties.  If  they  perform  these 
well,  they  will  have  p'"nty  to  do.  The 
more  widely  they  are  endowed  with 
functions  in  addition  to  those  of  a  dis- 
tinctively administrative  character,  the 
less  efficient  they  become  in  the  exer- 
cise of  their  proper  functions  and  the 
more  dangerous  they  become  to  public 
liberty. 

An  illusion  is  prevalent  that  the 
ever-widening  extension  of  public 
ownership  is  inevitable,  or  at  least  that 
over  those  services  which  are  customari- 
ly known  as  "public  utilities."  nublic 
ownership  muat  cotre.  T'^is  attitude  of 
mind  can  -only  be  described  as  fatalism ; 
it  means  cnmnlptp  ahandnn<rent  of  anv 
critical  examination  of  projects  either 
before  they  are  adopted  or  after  they 
are  carried  into  ^ect.     It  is  the  same 


ness  prescribed  by  the  Municipal  Acts,  attitude  of  mind  which  in  many  conn-' 
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triM  hat  eauMd  th«  petMUitry  to  tab- 
mit  indcdnittly  to  norbitaat  p«auiit 
rtntt  aad  to  exploitative  wages.  From 
tbie  point  of  view  all  exiatiny  eonditions 
are  inevitable.  They  can  never  be  al- 
tered. To  tbem  the  law  of  variation 
doee  not  apply.  But  leae  aequieaeent 
minds  amonc;  the  peasantry  have  at 
times  shown  that  sueh  eonditions  are  not 
ineviUble,  that  in  fact  they  are  quite 
temporary.  So  also  with  the  furore  for 
public  ownership,  eritieal  examination 
of  the  aetual  facts  concerning  the  at- 
tempt on  the  part  of  governments  to 
monopolize  the  public  utilities  and 
to  manage  or  m'ismanage  them  in  any 
way  they  please,  may  eventually  bring 

November 


this  8>-«tem  to  an  end,  or  at  all  eventJ 
prevent  its  indetinite  extension.    In  anjl 
ease  the  view  is  wholly  sap^rfleial  anJ 
unintelligent  that  there  is  any  pennanf 
ence  in  the  movement  for  the  extenaiiiiil 
of  governmcnta!  powers  in  the  eeonomij 
Held.    It  has  been  previously  remarkeq 
that    this  movement    breeds  aatoerac}'] 
and  innumerable  examples  show  that  thJ 
growth  of  autoeraqr  and  the  fro#th  oil 
democracy  are  wholly  ineompatible.    Iff 
public   ownership  is  inevitable   and   ii 
autocratic  exercise  of  the  economic  powl 
er  which  is  placed  by  it  in  the  handi 
of  governments  and  their  officials  is  iol 
•viUble  also,  it  is  fairly  clear  that  tliJ 
destruction  of  the  whole  system  is  equa'J 
ly  inevitable. 

25,  1916. 
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Tht  twtlfth  obJMtion  to  the  tnnsftr- 
•  ncfl  of  the  operation  of  induitrial  en- 
Itt-rpriMa  from  ipontaneoudy  oiyanued 
licroupt  to  pablie  offleiala,  th«  essential 
I  eharaeteristies  of  what  is  ealied  "pub- 
lic ownership,"  is  "the   tendency    to 
promote  the  illusion  that  polities  and 
I  business    are    interchangeable    eipres- 
liions."     The  distinction  between  poli- 
(lei  and  business  is  intended  to  suggest 
I  that  polities  in  the  high  sense,  i.e.,  in 
I  the  sense  of  the  art  and  practice  of  gov- 
jemment  <o  the  end  that  the  welfare  of 
Ihe  people  as  a  whole  may  be  secured— 
welfare  that  is  of  a  moral  and  intellec- 
Itual  as  well  as  economic  character— is 
I  distinct  from  the  commercial  activities 
of  the  same  people.    There  is,  however, 
j  another  and  baser  sense  in  which   the 
I  expression   politics    is   customarily    ap- 
I  plied— the  sense  of  intrigue   to  secure 
I  power  over  the  people. 

When    business    and   polities   are   re- 
garded as  identical,  the  consequences  are 
I  the  degradation  of  politics  to  the  infer- 
lior  sense  and  the  utilisation  of  econo- 
Imical  power    in  strengthening    control 
lover  the  people.    While  this  question  of 
I  public     ownership     is     an     economic 
Iquestion,  it  is  thus  also  very  largely  a 
I  political   question,   because   the   seirure 
I  of  economical  power  by  the  group  of 
jpo.iticians,  temporarily  in  the  seat  of 
Isovernment,   may   strengthen   them    to 
I  such  an  extent  that,  in  peril  to  the  pub- 
llie  interest,  they  may  retain  that  seat  in- 
]<lefinitely.. 

In  a  complete  system  of  state  collec- 
Itivssm,  political  and  economical  power 
lare  concentrated  in  the  same  hands;  and 
I'n  80  far  as  any  given  system— public 
■ownership,  for  example— makes  for  col- 
jlectivism  or  shares  its  characteristics, 
Jfi'e  tendency  is  to  promote  the  illusion 
I'n  question.  Discussion  of  state  collec- 
jtivism  as  a  system  has  been  avoided  in 
I  "Pse  articles  because  the  intention  of 
Itiiem  has  been  to  show  the  practical  de- 


tlcieneies  of  '•publie  ownership"  in  the 
narrow  sense  of  public  operation  of  pub- 
lic utilities.  It  may  here  ba  nmuk*d. 
however,  that  both  the  larger  and  the 
smaller  system  make  in  the  same  diree- 
tion,  via.,  to  the  unification  of  economi- 
cal and  political  interests,  both  expres- 
sions being  employed  in  the  baser  sense. 
In  other  words,  the  nation  conies  to  be 
regarded  as  a  commercial-political  unit, 
with  exclusively  mercantile  interests  and 
without  moral  ideals  or  spiritual  sighi- 
flcance. 

There    have    been    such     commercial 
aggregations  of  peoples,  but  th6y  have 
never  constituted   a   nation   in   a   real 
sense  and  the  inherent  weakness  of  their 
commercial  organization  has  invariably 
brought  them  to  grief.    There  are  in  his- 
tory, also,  many   examples  of  nations 
which  have  gone  far  towards  completely 
commercialijing    themselves    and    thus 
subordinated  the  interests  of  the  state 
to  commerce.    These  also  have  been  un- 
able to  maintain  their  national  position. 
The  most  complete  collectivism  not  only 
affords  room  for  the  growth  of  profound 
moral  individualism,  but  it  would  ap- 
pear that  in  that  atmosphere  the  baser 
types  of  selfishness  chiefly  thrive.    The 
story  of  Ananias  and  Sapphira  is  thor- 
oughly characteristic  of  a  formal  col- 
lectivism concealing  real  selfishness.  No 
one  who  knows  the  inner  history  of  any 
small  collectivist,  communist  or  similar 
SToup,  has  failed  to  observe  many  cases 
of  the  Ananias  type. 

For  these  reasons  the  assumption  that 
greed  is  being  diminished,  much  less  eli- 
minated by  public  ownership,  ig  wholly 
imfounded.  Indeed,  it  may  be  said  with 
truth  as  the  outcome  of  experience,  that 
in  thia  country,  as  in  others,  the  move- 
ment for  public  ownership  in  so  far  as 
It  has  not  been  initiated  and  conducted 
by  persons  who  did  not  grasp  the  mean- 
in?  of  ,t,  has  been  initiated  and  eon- 
•lucted  by  persons  who  in  some  form  or 
other   desired    to  profit    by  it,    either 
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through  the  luxury  of  the  enjoyment  of 
power  or  more  tangibly  through  the  p*t* 
ronage  it  enabled  them  to  esereiee. 
IbHum  of  Um  iBtoreolMiial  BaUway 

Tbia  eouniry  appeara  to  have  reaehetl 
a  certain  itage  in  the  experience  of  Oov- 
emment  operation  of  industrial  enter- 
priaca  which  demandi  inquiry  «■  lo 
whether  the  mingling  of  politici  and 
buaineaa  reeulta  not  only  in  poor  busi- 
neti,  but  in  poor  politiet.  In  thii  con- 
nection the  incident  which  haa  juet  oc- 
curred in  the  management  of  the  Inter- 
colonial Railway  i«  Highly  initructive. 
and  ia  de«er\ing  of  cloee  examination. 
The  Intercolonial  Railway,  for  many 
years  the  chief  Qovernmental  enterpriie 
in  Canada,  haa  never  paid  intereat  upon 
the  capital  inveited  in  it,  and  up  till 
very  recently  hat  not  within  very  large 
amounts,  been  able  to  pay  its  operatinR 
expenses.  It  was  constructed,  and  has 
always  been  conducted  as  a  political  and 
not  as  a  business  enterprise.  Employ- 
ment upon  it,  and  the  rates  charged  by 
it,  have  alike  been  determined  on  poli- 
tical grounds.  One  of  the  consequences 
of  this  state  of  matters  is  that  the  Mari- 
time Provinces  have  come  to  look  upon 
the  railway  as  their  peculiar  appanage 
and  upon  the  co»t  *  the  enterprise  to 
Canada  as  a  w  •  as  constituting  a 
fair  homase  to  the  superior  intelligence 
of  the  shrewd  Nova  Seotians.  Durin*; 
the  past  two  years  the  Intercolonial 
Railway  has  in  a  manner  justified  itself. 
Had  it  not  been  available,  it  would  have 
been  extremely  difficult  for  Canada  to 
have  maintained  the  supply  of  troops  for 
the  campaign,  which  it  has  been  fortunate 
enough  to  maintain.  The  enormous  in- 
crease of  the  traffic  caused  by  militarv 
movements  not  only  brought  the  earn- 
ings of  the  line  to  an  unprecedented 
point  but  necessitated  the  employment 
of  superior  officers,  having  special  ex- 
perience or  special  qualifications  for  the 
work. 

The  Minister  of  Railways,  Mr.  Coch- 
rane, wisely  selected  his  men  on  the 
ground  of  competence,  and  perhaps  for 
the  first  time  in  the  history  of  the  In- 


tereolonial,  appears  to  bava  aegUatdl 
■together  political  eonsiderationa.  Evco 
in  time  of  war  that  could  not  b«  al- 
lowed to  pass,  and  we  bava  the  tdifyin; 
speetaele  of  the  Conservvtirt  whip  n- 
signing  because  a  non-politieal  appoint- 
ment has  been  made,  and  engaging  in  a 
political  campaign  against  the  Oovem- 
uient  at  this  oritieal  moment  in  th«  his- 
tory of  the  country.  Nothing  eanld  b* 
conceived  of  more  thoroughly  condem- 
natory of  the  policy  of  publie  ownarahip 
than  this  incident,  excepting,  perhaps 
the  history,  as  a  who'.e,  of  the  Inter- 
colonial. That  railway  had  to  be  eon- 
strueted  as  a  political  necessity;  but  it 
would  have  been  in  every  way  more  a<i- 
vantageous  for  the  country  as  a  whole 
and  even  for  the  Maritime  I'rovinees,  if, 
being  constructed,  it  had  been  leased  t<> 
a  company,  which  would  have  paid  upon 
it  an  increasing  rental  and  would  all 
along  have  been  under  the  control  for  all 
iezitimate  purposes,  of  tlie  (lovemment 

The  inc-idwnt  throws  into  a  luriil 
light  the  objection  previously  noticed 
that  public  ownership  induces  the  em- 
))loyment  of  unfit  persons  and  drives  tlif 
intelligent  and  competent  out  of  the 
country. 

It  is  clear  that,  saving  for  an  inde- 
pendent and  vigorous  Minister,  a  most 
rare  case  in  this  country,  had  the  whole 
of  the  Canadian  railway  systems  been 
under  public  ownership  from  the  begin- 
ninz.  we  should  never  have  had  the  bene- 
fit of  the  services  of  Sir  William  Van 
Home,  or  Mr.  Hays,  nor  should  we  now 
have  the  services  of  Lord  Shaughnessv. 

Tbe  War  Aa  a  Factor. 

At  the  present  time  the  chief  practi- 
cal objection  to  encroachm'  ;  by  the 
Government  upon  the  domain  of  indu* 
try  is  the  situation  in  which  we  find 
ourselves  in  consequence  of  the  war.  If 
is  surely  our  interest,  as  well  as  our 
duty,  to  mobilize  all  our  resources  and 
not  to  red.  e  the  value  and  importame 
of  any  of  them.  Those  who  go  about  for 
political  reasons  denouncing  every  ef- 
fort but  their  own,  are  not  acting  in  fne 
interests  of  the  country:  and  those  wlio 
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iiittst  upon  public  funds  b«ing  immedi- 
ately embarked  npun  highly  ipeciilative 
rnterpriici,  which  under  no  circum- 
•saDcet  can  yield  any  return  for  many 
>can,  are  rtally  doing  their  utmost  to 
ruibarrats  the  country  in  the  proaecu- 
tion  of  the  war. 

It  ia  perfectly  clear  that  up  till  the 
vpar  1014,  thia  eountr.  had  expended  an 
rxceHive  amount  in  public  entcrpriaei. 
the  yield  from  aome  of  which  muat 
be  long  postponed.  The  inflow  of 
rapital  was  sharply  eherked  and 
in  ronsequenre  we  were  *on  the 
eve,  if  not  of  a  crisis,  at  all  events 
of  a  period  of  di^pressinn.  Tlie  war  al- 
tered these  conditions,  caused  a  wide  ad- 
vance of  prices  and  of  wages,  and  chang- 
ed the  relative  values  of  many  things. 
It  also  brought  increased  burdens,  both 
immediate  and  remote;  above  all,  it 
brought  the  need  for  sharp  economy 
both  public  and  private,  in  order  '.'nat 
the  Empire  should  sustain  the  enormous 
Hnancial  pressure  to  which  it  must  be 
subjected.  Those  who  just  now  are  pro- 
moting excessive  public  works  have  lit- 
tle interest  in  the  war  or  knowledge  of 
what  it  means.  The  newspapers  are  en- 
titled to  little  credit  for  the  flattery  with 
which  they  have  anointed  these  persons 
and  one  day  they  may  he  expected  to 
turn  upon  and  rend  them.  We  have 
seen  many  popular  favorites  fall  from 
the  iprecarious  heights  to  which  they 
have  been  carried  or  have  been  able  to 
rlimb  and  we  have  seen  how  little  no- 
tice is  taken  of  them  when  they  fall. 
Oondnaion. 

The  articles  in  this  series  have  not 
heen  designed  as  a  complete  exposition 
of  a  complicated  subject;  they  have  ra- 
ther been  intended  to  protest  against 
irretraceable  steps  towards  commit- 
ting the  country,  and  especially  the  Pro- 
vince of  Ontario,  to  a  dangerous  policy. 
One  of  the  leading  English  economist  •> 
las  remarked:  "In  all  practical  case?, 
before  a  decision  between  these  alterna- 
tive methods  (public  control  or  public 
'iperation)  is  arrived  at,  it  is  necessary 
ti>  take  account  of  the  general  character 


of  the  particular  public  authority  whoa* 
action  ia  involved,  aa  well  as  of  the 
probable  eifeet  of  new  ta«ka  upon  its 
effleieney  for  the  purpoae  of  its  primary 
non-industrial  dutiea." 

Kg  one  who  has  any  intimate  know- 
ledge of  the  polities  of  the  Dominion  or 
of  any  of  the  provineca  ean  view  with- 
out grave  misgivings  the  promotion  of 
a  policy  which  should  permit  the  exist- 
ing public  authorities  or  any  othera  who 
might  be  expected  to  take  their  plaees, 
to  encroach  upon  private  enterprise  even 
to  the  extent  of  assuming  control  of  n 
single  public  utility.  The  qualifleations 
nf  these  autlktrities,  such  as  they  are, 
lie  in  wholly  different  directions.  Re- 
peated commissions,  and  public  inqui- 
ries of  various  kinds,  during  paat  years, 
have  shown  that  when  they  touch  an  en- 
terprise they  ruin  it,  when  they  presume 
to  override  the  counsel  of  experience, 
they  do,  as  they  did,  for  example,  in  the 
ease  of  the  National  Transcontinental 
Railway,  when  they  threw  railway  en- 
terprise in  Canada  inio  almost  hopeless 
confusion  ind  burdened  the  country 
with  a  mass  of  debt  which  only  the  tem- 
porary inflation  of  the  war  has  enabled 
it  to  endure  without  grave  hardship.  In 
the  Western  Provinces,  experiments  in 
public  ownership  have  abundantly  prov- 
ed themselves  to  be  costly  failures  al- 
thoush  even  yet  the  full  weight  of  their 
cost  has  not  been  spread  over  the 
communities  as  one  day  it  must  be.  In 
Ontario,  the  only  even  partially  success- 
ful instance  of  public  ownerahip  on  any 
considerable  scale  is  the  Temiscamingue 
Railway.  That  line  has  had,  however, 
two  unique  and  fortuitious  advantages. 
After  its  construction,  extensive  depo- 
sits of  precious  metals  were  found  near 
the  line  and  the  management  of  it  was 
assumed  gratuitiously  by  an  unique  per- 
sonality, whose  expedience  had  been  de- 
rived in  one  of  the  much  derided  "cor- 
porations." Unless  the  whole  of  the 
capital  involved  in  the  railway  is  sub- 
ject to  amortization  within  the  life- 
time of  tile  mines  and  unless  the  Govern- 
ment is  lucky  enough  to  secure  a  sne- 
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ceaaion  of  Mr.  Englehart's  on  the  aame 
generoua  terma,  the  Temiacamingue 
Railway  will  lapae  into  the  state  of 
chronic  defleita  in  which  al!  other  Gov- 
ernmental enterpriaea  in  Canada  are 
found. 

It  muat  be  pointed  out  very  explicitly 
thait  these  articles  do  not  conatitute  in 
any  way  an  attack  upon  the  Qovemment 
of  Ontario.  Criticism  of  a  project  be- 
fore that  project  ia  fully  embarked  upon 
is  in  no  way  adverse  to  the  interests  of 
the  Government.  Moreover,  the  Qovem- 
ment has  repeatedly  indicated  that  the 
Commission  "ia  out  of  politics."  In  the 
sense  that  both  political  parties  appear 
to  support  the  policy  of  the  Commiasion 
that  statement  is  true.  But  in  a  deeper 
sense  the  Commission  is  in  politics.  It 
is  highly  probable  that  the  Government 
will  find  that  it  is  much  easier  to  control 
corporations,  no  matter  how  powerful, 
than  to  resist  the  contrcri  of  the  Hydro- 
Electric  Commission  backed  by  the  On- 
tario Union  of  Municipalities.  If  tha 
Hydro-Electric  plans  are  fully  matured, 
we  may  see,  after  no  great  lapse  of  time, 

December 


tlie  Union  of  Municipalitiea  in  full  eon- 
trol  of  the  Government.    There  wiU  then 
be  a  strong  inducement  for  the  munici- 
palitiea in  general  to  default  in  the  pay- 
ment of  the  intereat  upon  their  Hydru- 
Electrio  debenturea,    and    to  land    tlie 
whole  of  the  burden  of  the  Chippewa 
power  projeot  and  the  radial  railway*  | 
upon  the  Provincial  Treasury — a  result 
precisely  similar  to  that  which  o^eorreil 
in  connection  with  the  Municipal  Loan 
Fund.    If  this  way  out  of  the  series  of 
obliufotions  did  not  already  present  itself 
to  the  municipalities,  it  is  doubtful  if  one 
of  them  would  vote  for  the  by-law  whicli 
has  been  prepared  for  them.    If  they  do 
vote  for  it  and  for  the  money  by-laws 
which  must  follow,  the  watchdogs  of  the 
publie  intereat  will  be  very  negligent  if 
they  do  not  see  to  it  that  every  munici- 
pality pays  to  the  Provincial  Treasun 
the  amounts  due  with  proper  punctuality. 
The  great  fear  is  that  political  pressur. 
will  be  invoked  continuously,  and  thiitl 
the  community  of  Ontario  as  a  whoU  ( 
will  suffer  for  years  from  the  effects  ot 
the  foolish  optimism  of  the  promoters  of  j 
the  movement  for  public  ownership. 
23,  1016. 
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Financial  Aspects  of  the  Projects  of  the 
Hydro-Electric  Commission 

Syatea  of  EzpaHUturM  by  MunidMlitirs  DrfMta  «h.  nui.^    «... 
Being  Made  in  an  Irreaponaible  Manner. 


The  ar^ment  has  been  used  by  ad- 
^o^ate■  of  the  Hydro-Electric   schemes 
that  the  enterprise  was  orJgrinally  a  co- 
operative municipal  enterprise  and  that 
the    province  was  not  justified    in    im- 
I  I'osing  any  check  upon  it.    These  advo- 
[  fates  even  object  to  an  audit  of  the  ac- 
•  ounts  of  the  Hydro-Electric   Commis- 
sion by  the  Provincial  Auditor.       Such 
opinions  do  not,  however,  prevent  the 
Hydro-Electric  Commission  and  its  ad- 
j  vocates    from    demanding    financial    as- 
sistance from   the  province,  nor  would 
they    prevent    the    commission    and    its 
advocates  from  demanding  financial  as- 
sistance  from  the  Dominion.       Indeed, 
even  the  estimated  costs  of  the  various 
schemes  upon  which  the  Hydro-Electric 
lias  embarked,  or  announced  its  inten- 
tion to  embark,  are  so  enormous,  that 
the  collective  credit  of  the  municipali- 
ties   concerned    would  be  a  wholly    in- 
adequate basis  upon  which  to  raise  the 
necessary  funds.       It  is,  therefore,  in- 
dispensable    that    the    province    should 
either  find  the  money  by  means  of  the 
issue  of  its  own  securities  or  by  guaran- 
tee of  the  issue  of  municipal  securities. 
Tf    the    Dominion    Parliament    allows 
itself  to  be  drawn  into  the  scheme,  *- 
rept  grants  must    be    made    from    the 
Dominion  Treasury,  or  the  securities  of 
the  province  must  be  guaranteed  by  the 
Dominion.     In  other  words,  under  the 
present  eonditions.  the  province  is  res- 
ponsible for  the  debt  which  has  been 
contracted  by  the  Hydro-Electrie  Com- 
mission and  by  the  municipalities  which 
have  been  drawn  into  the  net,  and  we 
may  yet  witness  the  eventual  responsi- 
bility of  the  Dominion.      Under  these 
circumstances,  to  refrain    from    impos- 
ing; any  restraint  npon  the  mnnieipali- 
ties  woold  be  an  act  of  aztrema  folly. 


Not  only  would    the    absence    of    any 
check    upon    the    expenditures    of    the 
municipalities  and  the  commission  very 
gravely  increase  the  risk  incurred  by  the 
province,  but  the  inevitable  result  would 
tw  decline  in  the  security  of  all  provin- 
ml     as     well     as     of    all     municipal 
bonds      These   securities   have   hitherto 
l»een   looked  upon  as  gilt-edged.     They 
have  been  largely  invested  in  by  trus- 
tees, as  well  as  by  home  and  foreign  in- 
surance companies,  etc     The  action  of 
the  Oovernment.  even  so  far  as  it  has 
gone,  has  seriously  oflfected  the  desira- 
bility of  these  securities  and  has.  there- 
for restricted  the  market  for  them. 
An  Unlimited  Debt 
TTnder  the  Municipal  Act,  the  amount 
of  debt   which  a   municipality  may  in- 
cur for  the  purpose  of  providing  streets, 
water,  sewage,  etc.,  is  limited;  but  un- 
der    the    Hydro-Electrie    Railway    Act, 
the  amount  of  debt  which  a  municipality 
may  contract,   for    Hydro-Electrie   pur- 
poses, is  not  to  be  regarded  as  a  part 
of  the  asreresate  debt  of  the  municipal- 
itv  to  which  the  statutory  limitation  ap- 
l»lies;  in  other  words,  the  total  debt  of 
the  municipality  is  not  limited.     It  is 
clear  that  the  provision  in  the  Munici- 
pal  Act  for  the  limitation  of  municipal 
debts  was  inserted  for  the  purpose  of 
preventing  municipalities  from  embark- 
ing in  schemes    beyond    their    financial 
strength.     The  provision  was  the  out- 
come of  historical  conditions,  in  which 
a  tendency  had  manifested  itself  on  the 
part  of  arahitiona  municipalities  to  in- 
cur  expenditures  involved  in  too  opti- 
mistic anticipation  of  their  growth  and 
prosperity. 

Effect  OB  Ondit 
The    eonseqnence    of    this    tendency 
had  been  quite  disastrous  to  municipal 
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credit  and  had  involved  the  provincial 
fl names  most  seriously. 

The  result  of  the  abrogation  of  this 
provision  must  inevitably  be  the  decline 
of  the  municipal  credit  it  was  devised 
to  sustain.     To    suppose   that    because 
expenditures  of  municipal  funds  raised 
by  loans  for  Hydro-Electric  enterprises 
are  not  to  be  regarded  ns  debt  is  mere- 
ly   naive.      No    intellect    investor    will 
pay    any    attention    to    such    a    sup- 
position.    We    may    be   prepared,    and 
and  we  ought  to  be  prepared  for  heavy 
realization  of    municipal    securities    in 
consequence    of    tlie    recent    legislation 
and  we  ought  to  be  prepared  for  heavy 
realization   of   provincial    securities    as 
well,  in  case  the  Legislature  adopts  the 
plan  of  the  Union  of  Municipalities  and 
relieves  the  Hydro-Electric  Commission 
from  evci.  the  slender  checks  which  are 
now  imposed  upon  it. 

If  under  the  influence  of  a  head- 
strong and  irresponsible  Commission  the 
Government  abdicates  what  remains  of 
its  authority,  then  the  Legislature  ought 
to  see  that  the  commission  is  taken  at 
its  word — and  that  the  Hydro-Electric 
and  Union  of  Municipalities  are  "left 
alone" — left  so  severely  alone  that  they 
are  required  to  raise  what  money  they 
need  for  their  extravagant  schemes  on 
their  own  unaided  credit  and  not  upon 
that  of  the  Province. 

If,  as  may  be  the  case,  the  com- 
mission then  appeals  to  the  Dom- 
inion, it  can  hardly  be  believed 
that  any  Minister  of  Finance  who 
valued  either  bis  reputation  or  his  posi- 
tion would  have  the  hardihood  to  pro- 
pose that  the  Dominion  of  Canada  would 
guarantee  the  bonds  of  an  irresponsible 
group  which  objected  to  the  audit  of  its 
accounts  and  resented  any  control  f 

In  its  recent  dealings  with  the  rail- 
way companies,  to  whose  assistance  the 
Dominion  Treasury  came,  checks  of 
many  kinds  were  imposed  and  guaran- 
tees were  exacted  for  the  purpose  of 
protecting  the   Dominion.      Any  other 


policy  in  its  dealings  with  the  Hydro-I 
Electric  is  inconceivable.  If  any  other! 
policy  were  adopted,  it  could  only  li«l 
the  outcome  of  a  discreditable  politieall 
•ntngue,  the  consequences  of  which 
must  react  upon  the  Ministry  which  eii- 
gaged  in  it. 

B«cklen  Eitimates, 

The  amount  involved  in  the  schemes 
of  the  Hydro-Electric,  as  already  for 
mulated,  has  been  stated.  Day  by  dny 
fresh  extravagances  are  suggested- 
costly  terminals  and  tunnels  along  the 
waterfront  of  Toronto,  for  example,  are 
part  of  tile  latest  projects.  It  is  quite 
impossible  to  forecast  otherwise  than 
approximately  the  total  cost  of  these 
enterprises.  No  technical  estimates  have 
been  offered.  Those  which  have  been 
suggested  by  the  Hydro-Electrc  advo- 
rates  are  ludicrously  inadequate. 

The  experience  of  the  past  history  of 
the  Hydro-Electric  Commission  leacN 
to  the  belief  that  the  method  adopted 
would  be  as  follows:  An  estimate  would 
be  offered  whieh  placed  the  cost  at  « 
figure  which  excluded  altogether  anv 
allowance  for  difficulties  or  accidents, 
presuming  upon  this  estimate  the  work 
would  be  begun  and  when  a  certain 
sum  was  expended  the  work  would  have 
to  be  proceeded  with  regardless  of  dif- 
ficulties and  of  cost,  in  order  to  avoid 
the  total  loss  of  the  money  which  had 
been  expended.  Bit  by  bit  the  city  and 
the  province  would  be  drawn  into  ex- 
penditures which  neither  of  them  had 
ever  deliberately  contemplated. 

The  Neceuity  of  Oautioii. 

In  any  case,  no  construction  such  as 
that  which  is  projected  should  be  per 
mitted  even  by  a  private  corporation, 
much  less  by  a  public  authority,  withoutj 
the  most  careful  examination  of  the 
whole  project  and  a  survey  of  the  re- 
gion by  competent  engineers  who  have 
had  experience  of  similar  constructions. 
Even  then  construction  should  not  be 
attempted  otherwise  than  by  entrustin?! 
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it  to  »  highly  reipontible  firm  of  con- 
tracton  also  of  umilar  experience,  who 
ahoald  be  bound  to  complete  the  work 
for  a  stipulated  amount.    As  a  prelim- 
inary to  any  such  engineering  steps,  it 
should  also  be  made  a  primary  condi- 
tion, that  a  most  careful  investigation 
into  the  present  and  probable  future  de- 
mand for  radial  service  of  this  kind  be 
conducted    by    properly    qualified    per- 
sons.   We  may  be  perfectly  certain  that 
unless  these   preliminary   measures  are 
insisted  upon,  the  city  and  the  province 
will  be  committed  to  a  happy-go-lucky 
scheme  involving  enormous  expenditure 
at  the  dictation  of  a  few  aspirants  for 
political  prestige    and    power.  Even    if 
some  of  these  aspirants  have  been  giv- 
ing their  services   for  nothing  that   is 
not  to  the  point.     People  who  do  mis- 
chief gratuitously  are  none  the  less  mis- 
dievious. 

The  Chippewa  Project. 

While  the  plans,  so  far  as  Toronto  is 
concerned,    are    wrapt    in    uncertainty, 
not  less  so  are  the  plans   which   have 
been    formed    for    the    construction    of 
works    on    the    Chippewa    River.      The 
rough  estimate  for  these  works  is  $25,- 
000,000.      Here  the  experience  of  very 
similar    enterprises    is    available.     The 
promoters  of  the   new   scheme  may  be 
asked  if  they  have  considered  adequate- 
ly the  risk  of  misadventure  in  construc- 
tion, the  likelihood  of  the  clogging  of 
the  turbines  by  frazile  ice  formed  in  the 
long  tunnel,  as  well  as  the  other  diffi- 
culties attaching  to  the  particular  site 
they    have    chosen.      In    short,    if   they 
liave  considered  why  none  of  the  joint 
Istoek    companies    who    have    developed 
water  power  in   the  Niagara  Falls  rc- 
srion  undertook  to  develop  it  at  the  Chip- 
pewa River.     They  should    also    be    in- 
vited to  state  who  is  the  engineer  res- 
ponsible   for    the    estimate.      Without 
calling  in  question  the  qualifications  of 
[the  chief  engineer  of  the  Hydro-Electric 
Commission,    the    amount    at    stake    is 
iirely  large  enough  to  justify  the  em- 
Iployment  of  an  engineer  specially  skill- 


ed in  such  construction  and  with  ex- 
perience of  them  to  advise  as  to  the 
probable  eost. 

Are  BaUw^rs  Keed«L 
Absolutely  no  proof  has  been  offered 
that  the  province  either  needs  or  could 
maintain,  with  its  present  rural  popu- 
lation, and  taking  into  account  the  prob- 
able future  fluctuations  of  that  popula- 
tion, any  greatly  more  extensive  system 
ot  radial  railways  than  those  which  at 
present  exist.    The  fact  that  a  few  per- 
sons  are  enthusiastic  about   the  exten- 
sion of  radials  has  no  bearing  on  the 
question.     It    may   be    that   those   who 
pioneered  in  the  construction  of  radial 
lines  were  mistaken  in  refraining  from 
extending  them,  but  public  clamor  must 
be  carefully    distinguished    from    effec- 
tive demand.     There  is  no  reason  why 
a  public  authority  should  yield   to  the 
one  in  the  absence  of  the  other. 
Thrift  is  Forgotten. 
On  the  strictly  flnmeial  side,  it  must 
be  realized  that  the  1  rydro-Electric  Com- 
mission has  at  the  present  moment  for 
issue    $8,000,000    of    provincial    bonds, 
which    have   been,   or   are   to   be   given 
for  the  twenty-two  companies  acquired 
by  it  a  year  ago.    These  bonds  may  be 
put  upon  the  market.     They  cannot  be 
regarded  as  absorbed.    We  are  threaten- 
ed   with    another  issue   immediately   of 
$1,300,000,  and  in  the  near  future  with 
we   know   not    how   much    more.     It    is 
idle  for  the  Minister  of  Finance  to  in- 
cnlcate  thrift  at  Ottawa  while  the  ex- 
penditure  of   enormous   suras   is   preci- 
pitated at  Toronto.    We  are  not  yet  at 
the  conclusion  of  the  War.      There  are 
those  who  tell  us  that  the  finances  of 
the  Allies   wi!l   he  strained   to  the   ut- 
most.      Canada  is  herself  deeply  com- 
mitted, especially  to  Great  Britain.    All 
our  resources  should  be  carefullv  con- 
served  and   none  other   than   the   most 
necessary  expenditure   should  be  incur- 
red  for  permanent  construction.       The 
country  as  a  whole  had  sone  perilously 
near  the  feasible  limit  of  such  expen- 
diture before  the  War  began  and  on!v 
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the  release  of  Urge  liqaid  lunu  oeca- 
Bioned  by  the  War  haa  prevented  Can- 
ada from  feeling  the  full  effects  of  her 
excessive  expenditure  upon  railways 
and  other  permanent  forms  of  invest- 
ment. We  should  not  permit  the  Hydro- 
Electric  Commission,  or  any  other  body, 
public  or  private,  to  imperil  the  stabU- 
ity  of  the  finances  of  the  country  by  the 
carrying  out  of  fantastic  schemes  now, 
or  even  to  disturb  credit  by  the  initia- 
tion of  ihem. 

BeeklMi  Ezpaaditiiraa. 

Enough  has  already  occurred  in  the 
history  of  the  Hydro-Electric  to  excite 
the  gravest  fears.  The  Provincial  Audi- 
tor has  reported  more  than  four  million 
dollars  of  unauthorized  expenditure  by 
the  Commission.  It  is  little  wonder  that 
objections  are  made  to  an  audit  which 
reveals  so  unbusinesslike  a  state  of 
matters.  The  Commission  has  already 
had  experience  of  municipalities  like  the 
city  of  Stratford,  for  example,  desiring 
lo  terminate  contracts  with  the  Commis- 
sion, and  of  others  which  have  refused 
to  enter  into  contracts  with  it.  The  jeal- 
ousy of  one  another,  which  is  character- 


istic  of  rising  towns  may  be  counted  up- 
on  to  produce  friction  among  them  in 
relation    to    the   Hydro-Electric.      The| 
Union  of  Municipalities  will  find  it  dif- 
ficult to  avoid  differential  rates  which  l 
will  give  advantages  to  some  towns  over 
others,  and  will  in  aU  probabUity,  lead 
to  repudiation  of  contracts  by  some  ot 
the  towns  involved.    Already  it  Appears 
from  the  report  of  the  proceedings  at  a 
recent  meeting  of  the  Union  of  Munici- 
palities, that  an  effort  will  be  made  to  I 
make   Hamilton,   rather   than   Toronto 
the  "  hub "  of  the  radial  system. 

Apart  from  these  considei-ations,  the 
whole  Hydro-Electric  scheme  is  deeply 
involved  in  political  intrigue,  and  is  re- 
garded evidently  by  its  promoters  au  a 
convenient  club  wherewith  to  assail  the 
Government.     Thus,  alike   on  financial! 
and  on  political  grounds,  it  is  expedi- 
ent   to    go    warily    in    entrusting    the! 
Hydro-Electric  Commission  and  its  ally, 
the  Union  of  Municipalities,  with  power 
which  there  is  only  too  good  reason  to 
believe  they  cannot  do  otherwise  than 
abuse.     If  the  Hydro-Electric  Commis- 
sion had  its  way,  responsible  government 
in  this  country  would  be  ended. 


September  9,  1916. 
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PART  II 

Analysis  of  Toronto  Hydro  Report 

lMda«wte  AUowuce  for  Contiogcndea— Advene  SinU..  p..-j  a 

lUtM  ArUtrarUy  Reduced  by  Ontario  Commledoii.^^^ 


Erid««e  "^^^^y^J-^Hc  i.  Goto,  Behind  Every  Ye.r-Re.erve 


The  fifth  urnnid  report  of  the  Toronto 
Bleetrie  Commkrionei.,  mtidi  hiw  jiut 
benn  inned,  shows  th«t  ihe  net  bonded 
debt  of  the  enterprise  is  over  $5^19,000. 
On  the  fMe  of  the  Mooimta,  the  balance 
of  the  operaitions  of  the  year  shows  a 
nominal  surplus  of  $3,137,  less  than  one- 
fifth  of  one  per  eent.  upon  the  tran«ae- 
tions  of  the  year— a  very  small  margin 
for  suoh  an  enterprise.     Although  the 
report  of  the  bnabess  is  for  its  fifth 
year  and  althougb  the  system  is  des- 
cribed in  the  report    as  being    "now 
firmly  established  on  e  sound  and  atable 
Mming  bams,"  it  shoold  be  pointed  out 
that  the  margin  betwewi  income  and  ex- 
penditure k  less  than  one-fourth  of  the 
amount  stated  as  being  the  margin  in 
1914.    It  should  also  be  pointed  out  that 
m  spite  of  the  fact  that  Che  total  in- 
vestmettt  is  about  six  million  doUars, 
Mie  amount  nt  aside  for  contingencies 
apart  from  depreciation  account  is  onlv 
$8,000.  ' 

The  SinJuog  Fund  Suspense  Account 
oontams  a  sum  of  nearly  $94,000,  whdch 
accrued  as  an  adverse  balance  in  1911. 
This  amount  is  still  carried  forward  as 
a  charge  upon  future  earnings.  More 
searohing  examinations  of  the  accounts 
reveaJs,  however,  a  really  serious  condi- 
tion of  alEairs. 

The  report  illustrates  very  well  th- 
^ifflculties  under  which  «aeh  a  Commis- 
sion labors.  These  difflcuHies  arise  di- 
roetlv  from  the  control  exercised  over 
the  Toronto  Electric  Commisgion  by  the 
llyrtro-Bleotric  Commission  and  by  the 
Hty  of  Toronto.       It  is  not  sugs«ste<1 


that  the  Toronto  Commission  should  be 
uncontrolled,  hot  it  is  dear  *hat  the  con- 
trol o^-  neither  of  the  corporations  nam- 
ed  u  exercised  wisely;  in  other  words, 
ttie   situation  of  the  Toronto  Hydro- 
Ele^tnc  IS  explained  by  political  inter- 
ference, as  in  neoriy  all  suoh  cases.  For 
instance,  the  Toronto  Commwsion  finds 
Itself  handicapped  by  the  circumstance 
that  while  the  "net  cash  expenditure  or 
«»pital  account"  amounted  at  the  en^' 
of  December,  1915,  to  $5,897,000,  the  r 
cash  proceeds  of  the  issues  of  deb. 
tures  up  «11  the  same  period  amoumcu 
to  only  $0,^87,000.     There  was  thus  a 
deficiency  of  resources  to  meet  capital 
expenditure  of  $610,000,  apart  altogeth- 
er from  the  absence  of  working  capital 
an  item  to  which    the    Commissioners 
drew  attention  in  their  report  for  the 

Ooauniadonen  Handicapped. 

The  Commissionere  are  thus  handi- 
capped to  *he  extent  of  fully  a  miUion 
dollars.  Under  these  circumstances 
they  have  felt  themselves  obliged  to  use 
resources  allooated  to  other  accounts  fo- 
the  purpose  of  carrying  over  the  defici- 
ency. TlMs  necessity  is  very  properly 
depkred  by  ,the  Commissioners  The 
funds  so  required  have  been  drawn  from 
two  8oarc«-Pi«t,  the  depreciation  re- 
serve funds  have  been  diverted    from 

nterest  due  to  the  city  upon  its  deben- 
tures has  not  been  paid.  It  appears 
from  the  accounts  that  the  Commission 
«  dne  the  city  $758,000  for  iai^Z 
These  faots  are  not  disguised  or  palli- 
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•fed  in  tih«  report,  which  is  indeed  m 
highly  creditable  document,  m  it  atates 
without  reserve  th«  extremely  unfavor- 
able flnancial  poaition  in  which  the  To- 
ronto  Hydro  has  arrived  after  five  yeari. 
The  narrow  margin  of  the  mxrplm 
whMjh  IS  stated  as  having  accrued  from 

io,J'o'!*"*~°*  *»'  ^«  >■•»"•  1915  (vir., 
J3A73),  is  aocaunt«l  for  in  the  report 
«>y  the  reduction  of  rates  which  took 
pl«e  «  that  year.       The  Commiaaion 
daclaims  responsibility  for  the  reduc- 
tion of  rates  and  point*  out  quite  pro- 
perly that  the  rates  are  determined  by 
the  Hydro-Electric  Commission.       The 
report  goes  on,  however,  to  claim  credit 
ror    the   Toronto  Commission    on    tho 
ground  of  the  reduction,  although,  as 
they  admit,  this  reduction   was  forced 
upon  tihem  by  the  Hydro-Electric    The 
tuli  truth,  however,  scarcely  lies  in  that 
direction.    The  fact  is  that  the  Toronto 
Llectnc  Light  Company  led  in  the  re- 
duction of  rates,  and  both  the  public 
commiKHMis  were  obliged  to  foUow.  The 
reduction,  in  other  words,  was  the  re- 
sult of  competition  and  the  fact  that  it 
waa  reluctantly  submitted  to  with  the 
consequence  that  the    margin    between 
profit  and  loss  was  cut  down  to  an  insig- 
nificant amount  is  convincing  proof  that 
if  for  any  reason  the  competition  should 
cease,  the  rates  would  be  advanced  iw- 
mediately.    In  other  words,  the  moment 
the  Hydro-Electric  is  able  to  establish 
an  effective  monopoly,  substantial    in- 
crease of  rates  must  be  announced. 
A  QoMtioiubla  Suplu. 
But  even  the  surplus,  as  stated  ($3,- 
173),  oannot  be  regarded  as  a  real  snr- 
plus.    It  «q>pears  from  the  report  of  the 
Oeoerai     Manager     that     after    other 
charges  had  been  met,  the  sum  of  $266  - 
000  was  held  "to  be  available  from  the 
years  operations  for  depreciation  and 
■PT2i.P"'"P«»««-"   but   depreciation   is 
a  definite  charge  againet  the   business 
and  oasrht  to  be  so  r^arded.     No  sur- 
plus can   be   held  to  accrue  until   the 
chanre  for  depreciation  is  fully  provid- 
ed  for     If  the  balance  in  question  is 
not  sufficient  to  meet  the  properly  esti- 


mated chaise  for  iiepreoiation,  a  deficit 
mua^beatated.    The  form  of  ihe  aU?" 
ment  .bowa  that  the  queation  of  depre- 
"•tioo    ,s  dealt  with    in  a  haphaird 
maMw,  no  percentage  upon  the  capiUl 
expenditure    being  .tated    aa  pro^rlv 
chargeable  against  the  rev««/of  t£ 
year  in  respect  to  depreoUtion.  More- 
ov«s  no  detail,  of  the  Depreciation  Re- 
««^  Aeeonnt  ar«  giten.    It  i,  i„p«. 
•ible  to  gather  from  the  accounts  whit 
amount  has  been  drawn  from  previous 
•ccumulatiem.  for  replacement  of  won- 
oat  plant  during  the  year,  or  durinjr 

take  the  depreciation  eharge  for  the  year 
by  Itself.  In  the  United  State,  it  has 
b«en  generally  agreed  that  an  adequate 
depreciation  <jharge  applicable  to  the 
invested  capitaJ  as  a  whole  in  the  case 
of  publus  utility  undertaking,  i.  5  per 
cent,  per  annum. 

Many  might  think  this  too  nnall  an 
aUowance  in  respect  to  certain  munici- 
pal enterprises;  but  it  may  fairly  be 
regarded  as  a  minimum.    This  amount 

v^    r".^'  r^*"*  »'  «^'t«i  in- 
vested   by    the    Toronto    Conrmiasion, 

would  involve  a  charge  of  .bout  1346,- 

000  for  the  present  year.    The  amount 

actually  charged,  according  to  the  ac- 

surplus,  but  a  d«*cit  on  the  operation. 

shoiM  1*"'^'  2^!:'y  .^2.000,  to  whi^h 
Should  be  added  the  interest  upon  the 
accumulated  deficiency  of  depreciation 
reserves  of  previous  yeara. 
DepreeUtten  Fvod. 

fand'ol  lit  rt""*  °'  ***  depreciation 
fund  otjyht  to  be  at  the  pr««nt  timn 
«.rei   five  years  accnmulaHons,  is  im- 

r:n:i'of*s.''^**"^""**^'y'"*''^»" 

TZf     5     '"'««»ry  particulars:  but 

«nd  ,t  ouffht  to  be  almost,  if  not  a'to- 
pether  „tact-it  oueht  to  amount  to^ 
least  .$1,200,000.  This  sum^^r  a  sul' 
approximating  to  it,  ou^ht  t;  havt  bc'^ 
in  evidence.  The  amount  of  the  accu 
mulations   which  have  nomina,i;   Z, 


Hydro-Ehctrie  CommUHan  R,vort.  ^ 

m  evideMe.  The  fand  i.  ^^^^u  ^  "f  "^f  "^^  J"  Hydro  only  .bout  00 
kept  in  •  tangible  form,  readily  av.5  t?e  Hvd«.  -h^  T'  °'  ""^  P«^"  '«> 
abJe  for  use  •«  and  when  required     It      wvini^  .^  T  In  ^^  '•'P*>*'  *"  been 

the  obligationa  which  ought  to  have  b^n  Hv^J        «'  natters  cannot  laat.    The 

provided  for  otherwise,  Sd  in  the  .S  ^iZi  """k  ^-  '"""^  »'"  "tea  with- 

.en...  the  depreciation  r^rve  i.  ton  m  itKf  '^"^'  ^^"^  »'  We  com- 

existent,  excepting  a.  an  item  in  th«  r«»  '  t*^  ^°"»'<»  Electric  Ught 

ledger  of  the  Com„i..ion        '"  ""  ""*'  2^?^^;.  ^*  r""**'  «°  °°  "  i^  i- 

This  is  made  c'ear  hv  »h-  t  u     ■  ?^  ?i         *""*  drawing  more  and  more 

ii'';^,^:-'''  '"•""• »'  •■•«'»  cofr-'^ >•  '^^  «"'•  T.«... 

Balance  8he.t,  D«*«ber  3i,t,  1915.  "f  .*"r  *»>**  th*  reduction  in  price  S 

*'^'-  Electric    K  ir^J"^  ^^  W*  Toronto 

Actn«iwlth      hand  .n^   ♦l^^  xT^*"P'"y    °°    the    one 
.  proper  """d  and   the  Hydm-ElMfrii.  r*^™- .• 

_!^    __aKWoo        w»t,  but  below  cort,  and  that,  a.  umial 

W.800.000  ^,800.000        enL^*  ml^'f^'Ju."  P'^'  *•>«  d'^^- 

«d^,»fir^\*^.  ^'''«  "«"™»^ee  is 

i.tab,m.„.  ;f  ;."L";*  ^-^^  *"*'  ^^  Commi«ion  has 

Bond.  ,e..  nedemptlon  not  th!«f        "^*  P'""*  ^"'^  *•"'  >'  ""- 

&'•«;;  oi    -■-  -.«»        ^-t  w  u^,  Plungrrrreleepl^i 

dJ»~"'° 1W.00O         758.000        "^  ""«  »' »«<""n«lated  dflfleits. 

"'""-« ••-- «»:SS     «.?:SS    ref1rsTr"/r"rp^ » »^«  "port 

■ reiers  to  the  future  flnancinir  nf  tt.o  -»^ 

nsoMoo      w.«2.ooo  tem.       It  appear,  th^  Mr*' B«5'.hYw 

°''""'  ♦W.ooo    rS^  iSir^f  y  »PP«'°t«l  Finanee  Commis-' 

Tb.  T«p.y.„.  o^look.  =  whe^T^^ititr fi" 

fh J  T  "'"?  ^1^^'i'''  °^  *''«  "»""  is  that  2«.P'V'^b»8e  of  plant  or  equipment,  thaf 

the  Toronto  Hydro-Electnc  during  the  f!"*"- /f"^/'""''*'  ^  limited  to  the  e" 

'k^'."^  if  existence  h«i  been  go-  l*""?^  "'«  »'  t!ie  plant  in  question 

a  year,  and  that  it  has  been  ah!e  to  do     ifv  \  ®"'*"l  »"  "^Pect  of  municipal 

^tlrLt"  V*^*"'""^  •"  *•>«  P»y°>«°t«  of  m  Jrr,^'^'  ?'* '"  ^'^^  "^  this  an^^! 
interest  due  to  the  city  of  Tor-  ^\  .W*  Commissioners  have  beVn 
onto.  This  interest  has/of  cou«e.  .T '^  to  abandon  their  practice  of  it- 
had  to  be  paid  by  the  city  a"d  !^^,  T*^*  ""^  of  the  revenue  of  e^h 
herefore  the  taxpayers  have  had  Tn  *  '"?"  •*"  ""^  P'«<^  to  the  cre«t 
to  bear  the  harden.  In  other  woJds.  rionerv^r'v""  """^r'  ''''«  ^omS 
t^e   u.r,   of  Hydro   power  a«l   li,ht  tTaf^ Sp^S  Hl;;ri:u.lt 


•ound  view  SlhJ.  •"•""»    **•««•  « 


September  30, 1916. 


!^^^ni     """'"P^  •ot.rpriw,  i.  the 

■«•  tb«n  to  adopt  ansonnd  awthodi.  U 
»  thM  fact  which  r.nd«.  th«r  Work 
duhearteaing  t*  •o«prt«t  offleiSaT*!, 

i!!!i.7  *°  ~"*°«*  »»»  PnWie  ba«n«„  on 
•ound  and  aafe  lines.  ' 


tbr 
ma- 
lt 
ork 
"ho 
on 


Edirori.1.  from  "The  Financial  Pel  of  Canada" 

"-.  been  «„o„ne,d  ^  !L^™"'»  ■'■««»• 

neti  D.v.lopn,«at   Comp«y  to  t^i      ""'"/"f  •""Ple,  either  bv  m^T^ 
and  the  Hydro-EJeetric  CommS  ?„         rj'!*^  ?'*  »'  •"««**«  •athorit?^ 

the  qawtion  whether     the  GovemS  ?h.  .,1"  *''*  ^"P*^  »'  ""y"!  o* 

HM  the  power  to  authorize  th-  r  1  .    ''•"«°  evolved  in   the   breMh  «r 

miwion   to   undertake     certJ     .7"  '""''  ^  •>»-«<"«»  «"  it  mLht  U?Lh 

which  .re  held  to  be  in  Sit  ^iS  S""'  '"  **"  ^"^^  «'  Sduon    A 

the  .jreement  entered  into  between  thi     ^r*"^""*     '''>i«''     wiU     breiU^    onl 
Comm,..i«„.«.«, ...  „.         »!!*««  the     wlenm  .greement  n«y  be  connted  uwa 

to  break  nth.».  «_ .  "I""' 


If  the  Government  grants  a  fUt  in 
ernmeiit  «-iii  ^.u.^r  °"  the  Gov 


»«  x-7  - "-7— '—  »»/  «»  oonnted 

Saeh  eonaiderationa  muit  enter  into 
the  calculation,  of  investor..  b"thij 
the  Province  «,d  outside  of  it,  «,d  thi 
consequence  n,u.t  be  either  r;fuMl  to 
purch.s,  the  bond,  of  the  Ooverment 
on  .ny  term.,  or  the  fixation  of  a  rate 
of  interest  upon  public  borrowig  L 
the  future  sulMcientIv  -mni-  »-    "?..." 


ernment  ;in"mrke7ai:  T J^'  ^^^     ^.f  '?'""*    "P^"  7nbU:Zrr7.t.'t 
that,  it  is  afraid  to  .fit  Us  or^^d""     t  /"^T  ••"""""^  •"«'l.  ^  p"  vid" 

to  judicial   inquiry  wd  M!-    ^","  ,,■>'«'' P""'""  of  iniurance  aMinrt 

Pl«in  EngUah  JeSl"?  ,^'aTl'u  t  Tj'^.'!  conflsctoiy  legUUt?on^?h, 

t.ntamount  to  a  conL.-  7'"  ^  diminished    saleability   of  all    e^tin^ 

of  the  Oove^m'enTt'haTi?  LU^'df^S  Sf  JJ'  V'  ""'-"  whieh'^o'Sd 

erately  and  consciously  Lb.^TV!?*?'^  S      °°  *.^"  condition  would  at  once 

that  it  knew  that  it.  ^Iv  1    '*'' "''  T      "   *  diminution   of  their  Xe 

to  re.t  upon  the  imm„nS  f™""*  ""'  m.l"  '"^u  ^    '•P'c-nUti^n.    ie™ 

cution  which  it  h.TriL'r?_Pf°-f-  o^ritlL^i'^i, '"''"«''  *'■•  Bri«*  "" 


In  the  event  of  the  refuMl     of  th. 


---    ..—V-  uiuucea   (oe  Britiah  anth 

se"uritiir  "'■"  .^."■*"  Oo".™»in 
aecuntie.   upon    the   li.t   of  seeoritiL 
which  might  be  held  by  t^stewTitT 
out  personal  liability.  "'" 

It  IS  quite  certain  that  had  risk  of 
confiscation  been  anticipated  or  had  the 

ceS  nti  S^h.'*  T  '■""  «""- 

Those  Who  .;"^i?,-:;i-^^;^^^^ 

to    obtain    -  ^     "  *'°"*  """^^  ^""Cd 
10  ootam   a  decision   in   favor  «f  m. 

Province  in  cases  carried  to  the  Pr^X 
Council  in  his  time.    The  re«inn%«,  i7 

h^JJlt^  *'°"  ''"  embarked  on  any 
l^slatwn  or  took  any  administrative 
•ction  concerning  which  there  S  L 


M 

BdittiaU  from 

s.v^4;'»  "'"-"^s-":  -"^.TSoiii;  :i--^  ;'^. ' ;  I  ;ji' 

they  will  dM^ -!*?  fu    '"   *''«"•  n«me,      "'* '*  »  e«peeted  will  be  av.il*M.  I       '•" 

wted  to  .ubmit  f„  !i   *''"'«™»ent  el-     J**'l«-    A  luie  to  King,ton  would  «„.;    I      "'  "" 
"thcr  than  to  L. /''\r"'^«  «Maw     n  T"'' ""*"•  »'"t  when  eve^  ^^^L        I       "^^^ 


OOMOO      or  propertiM  valued  at  1147,- 

'he  »«»er.U»T' ^"i  i"'  •Proportion  of 

t«payen  .^Tf^     ?^   ~'*'   "«»    the 
nru^^  ^  ''■•*'''  ^"'  <!«««»•  over  . 

"!X .  coli--^"*"*''  »"•*  -S  it 

Oove««ent         """■  ^"^^'^  "'^  the 

in  the  CfSTcL^''."'^  """'"•"j' 
reality  is  in  ih.h.Vi. ""••"'»'  •"»»  w 

-.-.re;vsao^?fr„fi-;to.d. 

OP  aeratiny.  »aequ*te  review 

temlri^to^oJZr'"  •''°'"''  "•*•'  the 

c-H  together  the  ri™"'  ''"  ""'^  »« 
100  or  2mf         •  ^P««»>t«tive«  of  the 

thl"toTellTeW'*V '"^"^^^^^ 

»•.«»  the  itJt  e^r  r  /r"'" 

"d  .u,n.edi.tely  opS"„" oVeJT 

Js^r-aoUTeSifr^^^^^^ 
'-'hrt.'irSt^/t^^^'"^^'- 

ment  euiftreited  th«7  t^  *  Govern- 

the  Hyd^etiSt  uJ/ecTtS'JS''"  "' 
«<'ratiny  «nd  control  ...Ku^  ^*^  •■°'* 
»««»  of  the  ProWnce  Th.  '""'^•^'" 
en^ndered  byX  Rvilrn  ':PP«*ition 
coerced  the  OoveraS  l^Ti'*''"" 
•tin?  between  thTB^i     «"*"  differenti- 

Department  ^       "  Governmental 


TAey^MiNXfiV,.,./^,,-.^, 


».tLl^v.?"f^  '?  •""«•«»  "^»  .«i. 
Adam  B^,  tZuTi*'^'"*^  ^^  «*' 

Ho-.i.B.c;."::dott.Sr""''*- 

Toronto,  Augu«t  12, 1916. 


*WT'>AL  OP  TBB  IXAT-.n» 

•equencei  of  hiaLH^  ♦.**?""  «»"- 
General  of  OntSo^ir/.^*  "^"""•y 

^f  the  HydroStrirr*"*^ '.'"•'»'»•*' 
refuied  .  /.,  'i'®*'"*'  Commiwron,  haa 

ment  tested  h*fnro  lu  Jf  *  Oovem- 
Thi.  acHon  cleaSv  .»  ?""""  ~'"*'- 
•ion  by  the  A1X^"™m.^^'^^ 
Pudiation   by  him  nftu  **  ""•  ™- 

«heratelye„ferXt"/bvtL'l^*'""*   ''- 
i*  indefenwble     Thl   ^     *  Government 

-tion  av'SlSe  to'^rw^h'th^'^'"" 
of  barbaric  autocracv  .r»  „i^  '•""?'«« 
exhaurted.  There"7Je  "  1^?''*  ""* 
hy  which  the  OoveramI!!  *■'  "••™' 
hPouKht  to  b^k      *       *"*  °"y  y**  »>* 

imtrievable     Ai*t      u"  .    ''"  ^t^^t  u 

'nu.rSmy  aw.'r:t.!'rH^'''™"''»* 
interest  of  thowTfi,  .  *^*  Pecuniary 
morally  r«ponIfh  ^  J^w  country  who  are 

Nielli  «Er;'Se.t  triZr"  "'  *'"' 
with  the  inteVesS^of  tJ"    °.^  compared 
Great  Britain  tho'^T^'^"*"". in 
portion  of  the  funds  fo?S^     I    "*•'"' 
on  the  faith  of  contacts  ;fth°tr''«'^ 
emment.  the  Attorney  017™!  i.    *  ?"''- 
ed  to  take  anotherSen  h^^fl!         f  '''*"*- 
of  the  investments    'VhVr"""'''"" 
Government   must   K-u  '"*'""  "'^  the 
adverse  to    -,«"?„  er^tso^h*'"'^''.  " 

jnd  of  the  <.om.„"*?;^th:w  i;  r  Thi: 

Government  will  ere  lon^  nasi  !w.v  h 

the  reactions  of  their  doh"  n7^'    "* 

pmtion  must  be  numrroS^'^d  ?ar-S" 

np-     Amonjr  these  reaction,  th/       1 

•mportant  from   the  S    %     •    "*** 
'"*   point   of  view   of 


I 


t 


KUtMitU  /rvm 


Ilia  MmmaBity  moat  b«  rtluetaaea  on  Um 
P«rt  of  inraston  to  aapply  tha  foada  ra- 
qairad  for  tha  davalopnant  of  tha  ra- 
aouraaa  of  tha  eoontry,  wbatbar  thia  da- 
valopmaat  ia  propoaad  to  ba  eondnatad 
by  inrivata  antarpdaa  or  by  paUia  auth- 
ority. 

THE  FINANCIAL  POST  of  laat  waak 
ooataiaad  a  atatameat  of  tha  amonnta  ia- 
volved  in  the  ezacntioa  of  tha  projeeta 
of  tha  Hydro-Electric  CommiaiioB.    Ac- 
cording to  the  extent  to  wbich  thaaa  pro- 
jeeta nay  be  carried,  the  eatimated  addi- 
■    '">n  to  the  provincial  and  munieipal  debt 
of  Ontario  ia  between  one  hundred  and 
one  hundred  and  fifty  millions  of  dollars. 
Relatively    t<J    the    realiied    meana    of 
the  people  of  the  province  this  is  an 
enonnoua  sum;  it  is  even  greater  in  rela 
tion  to  the  resources  of  the  country.  The 
total  capital  of  the  banka  ia  less  than 
the  latter  of  these  amounts,  so  is  the 
anrregate  reserve  of  all  the  banks;  it  is 
only  slightly  eiceeded  by  the  aggregate 
funds  of  all  the  truat  and  loan  companies 
in  Canada.    It  cannot  ba  supposed  that 
these  voluntarily  organued  corporations 
employ  in  general  a  larger  or  more  eom- 
petent  force  of  superior  officials,  includ- 
ing directors  and  presidents,  for  the  man- 
agement of  these  krge  sums,  contributed 
aa  they  are  by  widely  scattered  inveatora, 
to  whom  they  are  reaponaible.    The  Gov- 
ernment of  this  province  actually  pro- 
poses to  invite  investors  to  entrust  their 
capital   to  the  management  of  a  com- 
mission of  three  members,  not  one  of 
whom   has  had  any  experience   in   the 
management  of  large  affairs  of  any  kind, 
and  not  one  of  whom  is  qualified  in  a 
technical  sense  to  deal  with  an  electrical 
enterprise,  which  in  the  nature  of  the  case 
IS  of  a  highly  intricate  and  rapidly  chang- 
ing character. 

From  the  beginning  the  Hydro-Elec- 
tric propaganda  has  bcon  conducted  by 
means  of  rhetorical  speechea  b  ■  persona 
who  have  none  but  the  most  mperflcial 
acquaintance  with  the  technique  of  the 
business,  and  who  have,  therefore,  been 
continually   tempted    to   underrate    the 


dimett!tiaa  of  it  and  to  aadaroatimato  the 
eoat.  They  have  alwaya  fallaa  to  this 
temptation;  tha  eoat  of  tha  axiatiny 
plant  of  tha  Hydro-Elaatrie  Comaiwion 
haa  already  greatly  axeaaded  the  original 
aatinatea,  and  tha  eoat  of  axteaaiona  may 
ba  eonated  upon  greatly  to  axeaad  anv 
eatimatea  that  may  ba  awda. 

Tha  Hydro-EIaetrie  Commiaaioa   hax 
encountered  another  temptation  to  which 
the  recent  iegialation  and  the  refnaal  of 
the  flat  have  ahown  they  have  yielded. 
This  temptation  is  to  attempt  to  im- 
plement  their  promisea  to  give  eheap 
power  by  meana  of  the  eonflseation  of 
the  property  of  the  private  eorporationn 
in  order  that  the  capital  coat  of  their 
undertaking  will  appear  to  ba  leas  than 
it  really  haa  been.    But  thia  proeeaa  can 
not  go  on  indefinitely.    Wnen  the  Hydro- 
Eleetrio  Commiaaion,  otherwiae  the  Gov 
ernment,  haa  appropriated  the  plant  of 
the  private  eompaniea,  and  haa  effectu- 
ally put  a  stop  to  tha  voluntary  organi- 
sation of  public  aervicea  of  all  kiada  in 
thia  province,  ita  career  of  publie  plunder 
will  be  at  an  end.    The  nnaonndnesa  of 
its  economic  baaia  will  then  become  ap- 
parent; and  either  it  will  go  bankrupt,  or 
the  ratea  for  power,  for  which  a  demand 
has  been  artificially  stimulated  by  ineeo- 
nomieal  ratea,  mnat  be  ateadily  increaaed, 
until   not    improbably    they   are   much 
higher  than  they  were  before  the  publie 
ownership  propaganda  began. 

Meanwhile  confusion  must  have  been 
produced  in  the  tax  aystem  of  the  pro- 
vince and  in  ita  public  aoconnta.  No  om 
who  knows  anything  of  the  financial  his- 
tory of  the  province  can  possibly  regard 
the  municipalities  as  either  permanent 
customers  or  necessarily  solvent  debtors. 
If  money  is  raised  upon  the  guarantee 
of  the  province,  that  guarantee  muat  b. 
retiarded  as  an  obligation  of  the  province 
and  the  amount  involved  must  be  added 
to  the  provincial  debt.  If  the  people  ot 
the  province  desire  to  ruin  their  common 
credit,  they  will  support  the  Qoremment : 
if  they  do  not,  they  will  express  their  dis- 
approval of  the  whole  Hydro-Electri' 
policy,  with  its  confiscatory  legislatior. 


^Th0  Finaneiat  Ptt  •f  Canmdm.'' 
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!!•  flnaneUl  aaMOBdMW,  sod  the  hnm 
PMMbilitics  it  openi  ap  of  politinl  in- 
trifac  and  eorrnptioa. 

Toronto,  Aaga»t  19,  1016.      . 

WHO  BULu  no  FBovnroif 

There  is  little  donbt  that  it  is  the  great 
political  force  wielded  by  the  Chairman 
of  the  Hydro-Electrio  Commiuion  that 
forced  the  Oovemment  to  repudiate  ite 
contract   with   the   Electrical   Develop- 
ment Company;  the  Oovemment  aolemn- 
ly  agreed,  under  ita  ical,  with  the  Com- 
peny    named,    that  it  would    not    take 
water   from    the    Xiai^ira    or    Welland 
Kivert  to  generate  electrical  power;  thii 
obhwtion  had  been  voluntarily  asmimed 
by  the  Government  at  a  condition  of  the 
franchiee  granted  to  the  Company,  the 
Company  airreeing  on  its  part  that  it 
would  maintain  one-half  of  its  power  in 

*,'^*^.'"''  '^°"''*  P^y  «•>*■'•  exceeding 
1100,000  a  year  to  the  Government  Upon 
the  faith  of  this  arrangement  and  the 
mutual  covenants  between  the  Company 
on  the  one  side  and  the  Government  on 
the  other,  fifteen  or  twenty  million  dol- 
lars was  raised  in  England  and  in  Can- 
ada by  the  Company  for  the  construction 
of  the  necessary  works. 

The  Hydro-Electric  Commission  need- 
ing more  power  and  wishing  to  undertake 
a  new  power  development    at    Niagara 
Falls,  applied  to  the  Government  for  the 
necessary  legislation  to  enable  it  to  do 
80,  to  which  the  Government  replied  that 
It  was  bound  by  an  agreement  not  to  ex- 
ercise any  right  it  might  have  to  take 
water   from    the    Niagara    or    Welland 
Rivers  for  the  generation  of  power;  not- 
withstanding  this   answer,   the   Hydro- 
Klectrio  Commission  insisted  upon  their 
f'hipnewa  Power  project  and  called  upon 
the  Government  to  break  its  contract  and 
'o  pass  an  Act  for  that  purpose;  although 
there  was  a  great  deal  of  demur  about 
it,  and  some  of  the  Ministers  were  op- 
'osed,  the  Act  was  finally  passed,  author- 
wing  the  water  to  be  taken  and  the 
*ork  to  be  done. 


•>i    iHv   .'Niagara   hI<>      to  ■•■•rala  mlaftrim  «• 

f/lilir.!!""  ""•"  *•••""  tR  ^al W  as, 
;.5i»L-.'  ".'  71'>'«««>a  rMMal««t"i2  m' 
«sr**nifal  rn(*m]  into  by  the  ComBtuinM*. 
for  lb.  Que,™   VMnrta  .VI.fTr.riW.rt" 

The  same  political  force  baa  since  eom- 
pelled  the  Government  to  issue  an  Order- 
in-Conncil  authorising  the  purchase  of 
Tights  of  way  for  the  Radial  Railwaya, 
notwithstanding  the  provisions  of  the  Act 
already  referred  to. 

The  same  political  force  is  now  behind 
the  municipalities  in  their  demand  form- 
ally made  in  writinr-  by  Mr.  J.  W.  Lyon 
to  Premier  Hearst,  that  although  the 
right  of  the  Government  to  undertake 
the  Chippewa  project  is  a  debatable  one, 
t'le  municipalities  themselves  should  be 
authorised  to  undertake  it  on  their  own 
account,  and  that  the  municipalities 
should  have  the  right  to  appoint  two 
members  upon  the  Hydro-Electric  Com- 
mission. 

The  cost  of  the  Hydro-Electric  under- 
taking already  accomplished  and  now 
projected  in  the  form  of  the  Chippewa 
project  and  the  Radial  Railways  amounts 
to  approximately  1160,000,000,  the  items 
of  which  we  have  already  given. 

The  control  and  expenditure  of  this 
vast  sum  of  money  is  in  the  hands  prim- 
arily of  the  Chairman  of  the  Hydro-Elec- 
tric Commission,  and  it  remains  to  be 
seen  whether  the  checks  imposed  by  the 
Government  must  yield  to  the  same  pow- 
erful political  force.  Will  the  Commis- 
sion with  various  municipalities  ranged 
behind  it,  be  too  powerful  for  the  Pro- 
vincial Government  to  resist  or  will  jus- 
tice be  donef 

Toronto,  August  26, 1916. 
BRITISH  OPUnON  AROUSED. 


The  London  correspondence  of  "The 
Toronto  Daily  Star  contains  notices  of 
the  publication  in  The  Eeononmt  of  a 
letter  to  the  Editor  by  Prof.  Mavor  in 
which  he  is  said  to  have  warned  En^h 
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imes  org  of  the  consequence  of  the  action 
or  the  Qovernment  in  infringinir  the 
«*rreen.ent8  between  it  and  the  electrical 
companies,  ami  of  leading  articles  on  the 
»ame  subjct  in  The  Morning  Po,t  and 

that  ho  K„^W«h  press  is  not  so  apathetic 
as  IS  the  press  of  this  country  which,  with 

POST^T'*'"    "*'    '^"'•^    I'iNANCIAL 
^'t'8T  and  one  or  two  others  whieh  have 
followed  our  lead,  appears  to  be  willing 
to  see  the  credit  of  the  country  destroyed 
by  measures  which   can  only  have  the 
effect  of  temporarily  inflating  the  influ- 
ence of  a  small  group  of  politicians. 
THE  OOVEBKMBNT  AND  THE  LAW. 
The  refusal  of  the  Attorney-General  to 
jn-ant  a  flat  permitting  the  Electrical  De- 
velopment Company  to  institute  procee.l- 
•nff  aKBinst  the  ffovernment  and  the  Hy- 
dro-Electric Commission   for  breach  of 

iriL""'.  *"":."*  r'  '•"ti«'iP«t«'«l.  not  been 
■ecepte.l  as  the  last  word  in  the  contro- 
versy betwt^n  the  Government  and  the 
eompnny.     A  writ  has  been  issued  sum- 
moninp   the    Attorney-General    and   the 
Hydro-Electric  Commission  to  an  Ontario 
<  ourt  to  have  it  declared  in  brief  that 
the  Government  has  no  ripht  to  abrowte 
«  contract  entered  into  by  it.  without 
consent  of  the  other  party  to  the  con- 
71:    ^  f  P^vernment,  fully  conscious 
of  the  indefensible  charter  of  its  con- 
duct, has  used  and  may  still  use  the  forms 
"»  Inw  for  the  purpose  of  sliirkinjr  re- 
sponsibility, but  this  is  a  Rame  that  more 
than  one  can  play  at,  the  forms  of  law 
do  not  exist  for  one  side  alone.     Some 
means  of  having  this  question  settled  in 
the  courts  of  law  must  exist  and  however 
the  Government  may  attempt  to  wrieirfe 
out  of  Its  obliffations  there  is  a  strong  pro- 
bability that  it  may  eventually  be  caujrht 
in  the  trap  of  its  own  setting. 

Kyery  attempt  made  by  the  Govern- 
hient  to  evade  the  process  of  law 
^•onstitutes  cumulative  evidence  of  9ts 
conscious  guilt.  It  has  not  attempted 
nor  have  any  of  its  organs  or  supporters 
attempted  any  answer  whatever  to  the 
eharjre  of  breach  of  contract.    The  rea- 


son is  obvious,  the  charge  i»  true  and  no 

s  truth.  Under  these  circumstances 
e  Attorney-General  would  be  we?!.  ' 
^<sed  to  refrain  from  interposing  fur 
ther  obstacles  in  the  path  of  jusuJe  «v 
are  not  specially  concerned  w  th  Je  in 
terests  of  the  parties,  althougli  the^: 
parties  being  for  the  most  part  in  S 
and  and  therefore,  dirt.n?  fii^X 
-pot    entitles  them  to  more  than  usual 

toThe'pr  "•  ^'' V'*"'°^  ••onsequencc^ 
to  the  Province  and  to  the  Dominion  of 
ostentatious  and  cynical  disregard  of  con- 
tra cs  on  the  part  of  the  Ontario  Oovern- 

nient  are  likely  to  be  more  serious  than 
« e  care  to  develop  in  detail. 

Toronto.  September  2, 1916. 


THE  INVESTOB'S  ATTITUDE. 

TJie  attitude  which  The  FINANCIAI 
POST  has  taken  with  regard  to  the  pr..' 
ection  of  right  in  the  Hydro  controversy 
.as  been  on  behalf  of  the  investor  and  ii, 
the  interests  of  the  credit  of  the  pro- 
vince.     That  the  danger  of  interferin, 
with   future  supplies  of  capital  in   fhr 
British  market  is  a  real  one  may  be  rcfl- 
I«ed  from  the  following  which  appears 
m  an  editorial  in  The  Financier  of  Lon 
don: — 

he  power  conip.nle.  I.  of  many  ,««•,».„ 
Ina.  but  It  h.,  now  reached  a  point  wh"n  »  h« 

?M„.l  /•''^"•"»''."'   tx,T  fair  dealing   toward, 
nntlah  Inveatori.  U  at  Make.     We  mav  go  C 
ther  and  .ay  that  thi.  u  a  tct  raw  fnfolvln. 
the  right  of  Individual,  to  proteat  .m^^m    h' 
ropudlatlon  of  agreement,  Jemn'y  enS.J 
by  the  Slate.    While  the  Umpire  la  flVhtlB.  ft,r 
^e  principle  that  treatle,  Ttween  MMonf  a 
Mcred  and  cannot  be  torn  up  a.  mere  acraog  ,.f 
rT'-fT/".""'  """'  to  .hurour  e/eV 
!•„  .  °'  '"i"'''"*  «x''P'"-«ted  by  a  pitty   Pr , 

captured  by  demaitoguei.     In  such  a  cam  tli,. 
sroup  of  dtUena  who  con.lder  themaeWe. 
have  been  wronged  ahonld  aurely  havrthe  rl«  . 
tl  ?**".'°.'  "'«""  •othorlty.    That  ha. 
far  been  denied  them,  though  there  I.  tlawS 
hope  that  when  the  fact,  become  fun7k^S«' 
and  appreciated   .nch  a  ,torm  of  7nd',o2?l? 
•-Ill  be  arouaed  a.  to  compel  the  repeal  of 
unjuit  legUlatlOD  which  hV,  been  the  cauae    t 
the   trouble.     .Already  we   have  reaa^n   to  h 
novo  that  the  Ontario  power  .caX^h., % 


"The  Financial  Pott  of  Canada,' 


V^  fh?"*  «»?«'»•"  C.ii.dUn  anancl.l  circle,. 
«na  thli  will  no  doubt  be  iharrd  by  UrltUh 
inveitori  In  CnadUn  underUklng.  when  the 
position  1.  fully  BpprecUtcd.    . 
•The  llydroElectrIc  Cummisilon  clalmi'to"  be' 

TmilU  "  "If;.  '^*'t  -^^  "'  *'"•'''  "  *••  'o^- 

•tituted  provide,  that  the  Con.nii..ion  I.  im 
2rt°!.f  ^k""  ?r'?'  ."'  '"*  "«-'Pt''>«  through  a 
flat  ha«  been  thrice  refuied,  but  the  matter  will 

..J.^!'  ^."-   ^^  "»""n'on  Parliament  will  b.. 

?!-.^  .",  '»•'■"•»«•.  •"<>  to  diMllow  the  arbitrary 
eflalatlon   of  OnUrio.     liut   it   i«  dldlcult    m 

I  rofeasor   Mavor  point!   out   In    an   artlrl.    it. 

THE  KIN  VNCiAb'^POST  OP  CANIDA    to  c-," 

^to  gueatlon  the  Act.  of  an  Hxecutlve  Uovorn- 

sibility  of  the  Crown,  which  on  thi.  occa.lou 
I.  tran.ferred  with  extremely  doubtful  pro- 
priety to  a  .mall  and  not  very  .table  group  of 

«»?.heT""'-  !'  '•  •  ''-'"  «"vc  affair 
My.  the  I'rofe.«>r.  to  call  their  prococding.  In 

'^,"°"'  ""  """"  *<"»  Jnjuriou.ly  these  pro 

[■Sf^n-TMi""'.' .•"-''  •"""  P"'"'^  Interest,  or 
the  public  intere.t.  of  the  State.     The  more 

rh?  .'r.Ii:  '!?  "".""•  "■•  """*  ten.ciou.ly  wlH 
the  authority  which  commit,  them  refuM  to 
have  it.   pr,H;.^.dlngs   called   in   que.tion.     But 

iS^n  .JI:.^'!""""'"''  »  "'«''"  »"'*"  '°  'he  land 
Li?S  »''%"»''"'"""'t  of  Ontario,  and  we  await 
with  confldence  .uch  action  on  the  part  of  the 
Uom  nion  I-arJianu.nt  a.  will  compel  the  .u.^ 
,.en.lon  Of  the  confl.cntory  iegi.latlon  ,M,nding 
a  reference  of  the  whole  caie  to  the  Pr  vy 
i^.7h«.v'  ""'  ?"""'■  """''  "  the  one  i;«a^ 
wrr/vo'l^eT"""  '"  "'•'""'  "•"-  »""  «"- 

Toronto,  September  16,  1916.     • 

A  OONSnTUTIONAL  MENAGE. 

ona^  •"»'"de  which  THE  FINANCIAL 
POST  has  taken  in  support  of  the  rights 
of  private  corporations  as  against  con- 
fiscatory legislation  on  the  part  of  a  pro- 
vincial government  has  been  endorsed  by 
keen  students  of  the  economic  and  flnan- 
ml  issues  involved.       Particularly  has 
this  been  the  case  in  England  where  those 
who  study  the  barometer  of  the  world's 
money  market  appreciate  the  effect  which 
the  over-riding  of  the  agreements  and 
contracts  of  a  province  by  politicians 
weking    the    temporary    favors   of   the 
people  is  likely  to  have  upon  credit  and 
''orrowing  power.     W.   R.   Uwson,   an 
eminent  economist  ami  student  of  Cana- 
dian industrial  and  financial  conditions- 
author  of  "Canada  and  the  Empire," 
American  Industrial  Problems,"  "Am- 
erican Finance,"  "British  Economics," 
I'tc,  and  a  contributor  to  the  Financial 


Tinie*    „„u    the    Outlook-in    a    letter 
'o    the    hconomiHt,    expresses     himself 
very  strongly  in  connection  with  the  mat- 
ter,   hxpressing  surprise  that  the  charges 
"f  ffood  faith  have  not  been  answered,  he 
points  out   that   while   the  high-handed 
action  ot  the  Ontario  Government  is  suffl- 
I'lently  grave  of  itself,  «  much  more  seri- 
ous (luestion  is  the  complete  failure  of  the 
judical  checks  which  "were  supinised  to 
have  been  provide.!  by  the  0„mini..n  con- 
stitution." 

Mr.  Lawson  states  his  opinion  that  the 
ten  years'  conflict  between  tiie  power 
.•..mm.ssion  and  the  power  companies 
nijfht  have  been  cut  .short  in  its  infancy 
had  the  law  courts,  b„th  Provincial  and 
Imperial,  been  left  o,       to  both  parties. 

i.n«^'?.'  "*  '"*  ••"'"  ''"'"'•^■''  ""t  >n  THE 
I  t»M,  there  is  a  preposterous  provision 
in  the  Act  by  which  the  ct.nimiasion  was 
constituted  which  renders  it  immune  from 
process  of  |„w  except  through  a  flat  of 
he  I  rovincial  Attorney.     Such  flat  has 
been  refused  and  the  events,  acconling  to 
Mr.  Lawson,  are  a  aeries  of  most  compli- 
eatcd  financial  adventures  into  which  the 
province  has  been  plungetl  by  a  "public 
ownership"  craze,  while  a  constitutional 
issue  ha.,  been  raised   which  mav  affect 
he  whole  future  not   only   of  Ontario, 
biit  of  Canada  and  the  Empire.    He  con- 
tinues: 

"If  a  Provincial  Asmembly.  in  Canada  or  any 
other  part  of  the  Hrltii.h  Rmplre.  i.  to  be  .1 
lowed  to  declare  it.elf.  J„dlcl«n;  «,  weN  a. 
imnilcally  independent.  I.  will  have  a  frrhand 
to  over  ride   the   .Implest  i.rlnelple,  of  Ju.tiro 

?h:'ra"rf„r?"""' "?  """"'■»'  »""•'-«  Sav': 

.u  ,  *  L  '?'•""■  ""  •"•■'""•ntary  right  of  every 
H  l«.n--the  right  to  have  hi.  ca,e  broughUo 
fair  and  open  trial?  That  i.  what  the  wfuMl 
of  the  Attorneytionerar.  flat  practically  mea". 

fh„  i„!i  .  ,  ?f'  •''"""'■^  "'  ••••  •♦ominion  and 
MfeiZd.  L*^?"'.'"  f  '"""'"'•  »••«  ™n»tilutlon 
,"^..f.  .,"■".'""'  ■'"""'  "'  >«'«l«l«tlve  and  ex- 

ecutlve  aut liorlty.  If  the  Uovernment  and  the 
people  of  Ontario  deliberately  intend  to  ral.e 
""'*  ""'?"«  ■"'»  "Sht  It  to  the  bitter  end! 
l?m  T'"  .^  """"«'•>">'«  on  a  long  and  co.tly 
eonrtlct.  Have  they  made  mire  that  the  fln.n' 
.tonld'Thi:  "'  *"!!.' ."yOro  electric  monopol" 

eontract..  unfair  competition  with  private  en- 


I'v?: 


f     TV  V  '* .  ■■'1 


EditoriaU  from 


•atlwrity    which    h..   .n    M  .   *.  '".'  '°'  P"""* 

Toronto,  October  7,  1916. 

A  QUESnOK  OP  OBBDIT  STAMDlNO 

leading  financial  journals  in  Enriand 

ZX  !?  ^-^P""  *""'  endoraat  onof 
taWo  Hv^^'  If,  connection  with  the  On- 
h».  K^'^'^"^''"'*"''  controversy,  which 
has  been  adopted  by  The  FInI'ncIAL 

iriter«  f°T  ■'"^  °^  ^''^  world,  the 
vrriters  lor  these  publications,  who  are 
students  of  the  broader  phase,  if  «„.„"" 

Je  to""w"5h ''  "''T''  "'  *"«  8""  "^' 
«Wv-f  .  '^^"'^  *"  "'«  treatment  of 
pnvate  interests  by  Ontario  and  other 
provmces  of  the  Dominion,  ^nd  are 
sounding  a  warning.     When   the  ti^e 

r.r  '°^^f ""<»«'«  provinces,  muS; 
paht.^,  and  large  industrial  enterpri^ 

^fj^hat  ,s  described  in  England  as  the 
Ontario  power  "scandal"  will  be  lived 
down  with  difficulty.  The  investor  who 
^nd.  h..s  capital  across  the  AtlantL  de- 
mands secunty  first,  and  when  the  make« 
of  legislation,  to  whom  he  has  a  right  to 

perty   and   rights,   he   is   not   likely  to 
hesitate  m  seeking  other  fields-andTth  J 

fo"Lx%rC:  ^"'  -' ''  '-^ 

The  London  Financier,  referring  to  an 
announcement  of  the  Agent  General  f^ 

««„?.  f?^.  r*^'^'"''  Commission,  com- 
ments that  he  omits  to  add  that  exten- 
juons  and  improvements  are  being  made 
m  viola  ion  of  a  solemn  contract  en°rS 
mto  between  the  Government  and  tS 
syndicate  which  afterwards  became  the 
Electrical  Development  Company  of  0„! 

and  ttv""'*"*""  '"^~"'»«'J   ^"  bind 
and  they  now  see  their  security  threat- 

fnt  L  f  ^"^r°.^^"»  "°*  ««^  »'  convenl 
ent  to  keep  its  pledged  word,  The  Finan. 
«.r  candidly  state,  that  Briilsh  ba.;!;;;; 


who  are  agents  for  Canadian  loans  win 
Toronto,  November  4,  1916. 


BXPEEI  OPINIOH  WANTED 

♦u    »*?'  *®  ''*  expected  the  Chairman  of 
the  Hydro-EJectric  Commisrioa  J™  suiS 

him^'t^Jis"'"''  •"'  ^°"»'''''  '  ""b" 
Hydro-Electric   enterprise,    to    terrorize 

t"':ti?^Trt=«r'^'" 

s^frhij^"^^^"^^^^^^^^  - 

rou^:eJ:nt;:^srrr^:t^ 

cheap>,wer  he  was  prepared  tf  JLnd " 

he  people  who  are  at  present  engage, 

m  snpplymg  it.  engaged 

thl*j?f  n'"'"°^  '"  *'•*'  ^'^hest  degree  to 

skPt.h  7  P"''*'"""  "ouW  be  found  to 
toll  P'-«P-«""»e  «o  flagrantly  opposed 

nant  with  discredit  and  disaster  as  tt 

T^^."T/     '"''"^     ''"     unblushing] 
^aeed  before  the  representatives  o "5 
rural  municipalities.       This  programm' 
proposes  cahnly  to  burden  them  wUh  deb 
and  to  handicap  their  real  progress. 

Kept  free  from  politics  can  be  described 
only  as  impudent.  The  whole  sdeme  is 
poht^al  from  the  beginning.  It  is  a  trans- 
parent   device  to   commit   the  Province 

within  the  power  of  those  who  control  it. 
the  administration  of  the  Province.    Th, 

with  „  1  "  5?  P'"*"  ^»>«"  P^bablv 
profitably    utUized,    then    other    placr, 

tfo?  t7  '   '''■°"""  "S^"'"'*  discrimin.,- 

,«■«».  ^*  *ro;ernment  will  be  worried  hv 

threats  of  political  reprisals  unless  radial 

tZT  TJ^^"*  "'"■"'°»  '•»«"  Jon*  CO,  - 
tinned  subsidies  will  be  necessary.    Tl  e 

argument,  very  familiar  in  the  Unit,  d 
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States,  that  every  place  sbould  be  given 
its  opportunity  will  be  ased  to  the  full, 
and  the  administration  of  the  Province 
will  find  itself  under  compulsion  to  ex- 
pend the  resources  of  the  Province  in 
many  eases  in  wholly  unremuneratiTe 
directions.  MeanwhUe  the  rural  munici- 
palities misled  by  optimistic  and  hap- 
hazard estimates  will  have  plunged  them- 
selves into  debt  from  which  they  will 
naturally  look  to  the  Province  to  extri- 
cate them.  This  very  thing  happened  in 
Ontario  before  and  it  is  bound  to  happen 
again. 

Moreover,  long  after  the  present  Hy- 
dro-Electric Commission  has  been  hope- 
leasly  discredited  because  of  its  financial 
methods  and  its  poUey  of  spoliation  of 
private  property,  the  burden  may  remain 
upon  the  province  and  upon  the  muni- 
cipalities. 

If  the  scheme  were  merely  local  and  if 
it  involved  >ily  a  few  million  dollars  it 
might  be  lei:  to  go  its  own  inevitable  way 
to  ruin  without  any  material  disaster  ac- 
cruing to  the  country;  but  since  it  in- 
volves not  a  few  millions  but  perhaps 
hundreds  of  millions  of  doUars,  it  is  sure- 
ly not  too  much  to  ask  that  the  Qovern- 
ment  should  pause  before  giving  its  ad- 
herence to  a  scheme  of  such  magnitude. 

It  is  surely  not  too  much  to  ask  that 
advice  be  taken  of  the  best  available  pro- 
fessional character  upon  the  real  cost  of 
the  enterprise  and  upon  the  economic  fea- 
sibility of  it.    The  statements  of  possible 
advantages  which  have  been  made  have 
been  drawn  in  the  highest  colors.    Is  it 
not  important  that   before   eommitting 
ourselves  to  a  scheme  of  such  magnitude, 
we  should  be  made  aware  whether  or  not 
these  estimates  are  juaftifiedf   If  the  esti- 
mates are  not  justified,  they  are  the  out- 
come of  a  peculiarly  dangerous  form  of 
megalomania  —  dangerous   because   the 
people  who  are  afflicted  by  it  have  at 
present  really  the  power  to  commit  the 
province  irrevocably  to  an  enormous  ex. 
tent.    They  have  this  power  through  the 
accident  of  political  fortune;  they  may 
at  any  moment  be  discredited  and  lose 


their  places;  but  the  effects  of  their  folly 
wUJ  remain  lor  this  and  future  genera- 
tions to  pay  for. 

It  is  the  plain  duty  of  the  (Government 
to  obtain  advice  from  more  competent 
persons  than  the  amateurs  of  the  Hydro- 
electric Commission. 

Toronto,  November  26,  191tt. 


A  BLANK  OHEQUB  POE  THE  CHIP- 
PEWA PBOJEOT. 

It  has  been  announced  that  the  Hydro- 
J!<lectnc  Commission  has  not  only  de- 
*"/!u  *°  P"««ed  with  the  construction 
of  the  Chippewa  power  works,  but  has 
also  decided  not  to  do  the  construction 
by  contract  but  place  the  risk  upon  the 
shoulders  of  the  Province.    It  is  explain- 
ed that  the  large  contractors  who  are 
working  in  the  neighborhood  upon  con- 
struction for  the  Dominion  Government 
were  unwilling  to  tender  for  the  Chip- 
pewa works  without  including  in  the  price 
a  considerable  margin  for  contingencies, 
ihe  Commission  announces  its  intention 
of  purchasing  |8C0,000  worth  of  construc- 
tion equipment;  but  it  says,  "even  with 
this  tremendous  expenditure  on  equip- 
ment, much  of  which  wUl  be  of  little  use 
after  the  work  is  done,  the  Commission 
wUl  be  able  to  save  a  large  amount  of 
money  to  the  Province." 

It  is  quite  clear  that  this  hypothetical 
saving  18  arrived  at  by  the  elimination  of 
allowances  for  contingencies  such  as  the 
mcrease  in  the  cost  of  materials  and 
labor,  damage  to  works  during  construc- 
tion through  faUure  of  dams  or  other 
works,  unanticipated  difliculties  arising 
through  faults  in  the  strata,  quicksand 
or  otherwise.  These  important  elements 
cannot  be  safely  eliminated  in  such  an 
undertaking,  especUUy  at  a  time  like  the 
present  when  economic  conditions  are 
highly  disturbed. 

The  Hydro-Electric  Commission  has  the 
temerity  to  ask  the  Government  for  an 
Order-m-Counca  which  is  neeessarily  the 
first  of  an  indefinite  series  asking  for 
funds  to  embark  upon  a  project  which  has 
MWP  been  reported  upon  by  a  competent 
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li   tfce  Government  accedAi  *«  ♦!. 
Sf  ^""""^  ^">''''^-  of  in.  o'f 

If  tlie  Government  aceedv.  »«  ♦!. 
quest  of  the  Hvdm  K-i!:?  •    t,'°  *^*  "" 

have  recourse  to  taxation-wiir;„Tfh.  ^ 

selves  involved  as  inextricaWy  a^loif "■ 

the  whirlpool  at  Niagara  '^  "" 

Toronto,  December  2, 1916. 


SdiUniaU  tram 


THE  NEW  HYDEO  BT-I^w 
<jne«tioii  to  be  Submlttod  »)!«.- 

BewoMlbfllWe.  Aw  la 
B«»Uty  IhTjdTBd 

Ontario  wrfl-^dlh  teTv^Sf '  °' 
*o  answer  the  fo.iowin'ql^J-.ti"'"" 

-ntl^aS;  ''^iX^'or"^^"^  ''' 

^bron^hthUyd-Xwcr;;; 

pT'ore^ctirc?n:;^'':;Vot^-P 

«<idi«onto-ucheffic";„i:r;,s 

already  obtained  under  the  exist  n^ 

PoweTro^t"  -^"^    Hydro-SS 
rower  Commission  of  Ontario? 


sucoeeed  thi.  bv-law  -♦  *-!:  "" 

val«  ft.-  •""■  oy-iaw  at  frequent  inter- 
nals the  municipalities  being  almost  .„ 
iiensiblv  drawn  iw,^         »"»*"6  aunoet  in- 
theyn/veSht  ."  "Penditure,  whiot, 

hZ  aw«M   ?.i   *'"  "'""'««*  ^^^  tl>ey 
«wii  aware  of  their  majmitudA     x*  Ju 
lueetin*  of  the  rif„  "**"""<•«•    At  the 

event  c„^itted  to  the  sehem'r.n"  that 
If  the  municipalities  desired  /„  k 
owners   of   the    ChL^      \  '"  become 
plant  a  new  Act  of  tf^^^   development 
lature  would  g,'  e  J  ^'t^oT""!,"^" 
In  the  -eantiSe  thf  S  ;  of %Tro '""'• 
curred  no  financial  liabffity  thZ^^i?" 
passinif  of  thi«  k„  ,         ,*y  trough  the 

laws  wo^fd  have^ii'^'  ''"'  "''"''^  »'>- 
«uch  financial  liaiuii;  T"'^  J*"^"" 
This  ia  fho         "aouity   was   incurred 

fit  ss^r-"'".;'^"'"''^^ 

The  question  ig;   Tg  {♦   „;..  ,      ,. 
"".nioipalitie,    to    vote    iZn     k".  *''* 
"Pecialiv  in  the  ZvLt^'t  .l^'^""'' 
serious  criai,  »v.  P"'®'"'*  <>f  the  most 
ocumt^t  ""'■  ^'"'""ntered  by  this 
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The  gravity  of  the  situation  is  greatly 
enhanoed  by  the  fact  that  in  the  present 
uncertain  conditions  prevailing  in   tho 
labor  market  and  in  the  market  for  com- 
modities,   the    Hydro-E!ectric    Commis- 
sion has  been  unable  to  induce  any  re- 
sponsible contractor    to   undertake    the 
hajsardous   task  of  tendering    for    the 
works  at  Chippewa.       Under  these  cir- 
cumstances an  estimate  is  impossible- 
no  estimate  provisionally  advanced   bv 
the    Hydro-Electric    Commission    could 
possibly  be  accepted.       The  statements 
made  by  it  upon  the  saving  which  will 
be  made  through  the  manageiuent  of  the 
construction  by  the  officers  of  the  Com- 
mission are  merely  f&ntastic— they  have 
no  relation  to  reality. 

In  any  case  the  municipalities   have 
no  voice  in  the  matter  of  construction. 
Kvpn  the  promise  of  legislation  amend- 
.•d  in  accordance  with  their  deisres  has 
no  validity.  The  engineers  of  the  Hvdro- 
Klcctric  Commission  cannot  be  regarded 
as  beine  able  to  predict  the  action  of  the 
T.,e?i8lature.    The  fact  that  as  represent- 
insr  the  Commission  tliey  ventured  upon 
this  promise  is  significBnt  onlv  because 
It  shows  to  what  extent  the  Commission 
supposes  that  it  can  control  the  Legisla- 
riire  and  obtain  any  letrislation  it  mav 
rennire. 

JTothin?  is  clearer  than  that  if  the 
municipalities  pass  these  hv-laws  they 
will  find  themselves  saddled  with  the 
ownership  of  a  plant  over  the  constmc- 
tion  and  cost  of  which  they  had  not  con- 
trol and  with  the  manaeement  of  a 
hi?h!.v  speculative  business  with,  at  the 
best,  insismiflcant.  pecuniary  advantasre 


It  seems  necessary  to  set  forth  ex- 
plicitly the  reasons  which  appear  to  have 
(paused  the  Government  to  require  the 
mnniciDalities  to  vote  upon  this  by-law 
on  the  1st  of  January. 

The  original  ides  of  the  Government. 
as  shown  m  the  legislation  of  last  ses- 
sion fl916)  was  to  constrnct  the  Chin- 
pewa  Power  plant  and  to  develop  a  sy%- 
*«n    of   radial    railways    thft.art    the 


Hydro-Eleetric  Commission.     This  Coin- 
mission  has  been  appointed  by  the  Gov- 
ernment and  the  moneys  to  be  exoe.idod 
upon  the    project    were  to  be    moneys 
raised  upon  the  credit  of  the  province. 
The  total  amount  of  these  moneys  has 
never  been  deflnittly  stated  by  the  Gov- 
ernment, and  the  magnitude  of  them  Ima 
probably  never  been  seriously  eonsider- 
fd.     The  cost  of  the  Chippewa  project 
has  been  stated  at  $20,000,000  to  .$30,- 
000.000  on  the  basis  of  peace  conditions; 
but   even   if  the  Chippewa  works    were 
constructed   for  one  or  other  ot   these 
amounts  this  would  only  form  the  initial 
expenditure.     The  Radiol  Railway  Dys- 
tem  might  cost  a  sum  which  could  only 
be  expressed   in   terms  of  many  times 
that  initial  amount. 

Indeed,  it  is  impossible  to  avoid  tlie 
conclusion  that  if  the  Hydro-Electric 
Commission  carries  out  the  projects  al- 
ready announced  by  it,  a  capital  sum  to 
be  expended  within  the  next  few  years, 
of  between  $150,000,000  and  $200,000.- 
«>00,  must  he  contemplated.  This  state- 
ment has  frequently  been  mado.  and  has 
never  been  called  in  question  by  the 
Government.  Tt  must,  therefore,  bo 
taken  as  substantially  accurate. 

It  may  be  taken  for  granted  tliat  this 
formidable  scheme  has  been  forced  upon 
tlie  Government  by  the  Hydro-Electric 
Commission,  political  influence  acquired 
by  the  Commission  bavin?  enabled  it  to 
exert  the  nece«aary  pressure.       Up  till 
the  present  time,  however,  it  would  ap- 
pear that  the  Government  has  been  op- 
posed  to   the   policy   of  entrusting   the- 
Hydro-Electric  Commission  with  a  free 
hand  in  carrying  out  the  scheme,  and  has 
not   been   disposed   to  acquiesce  in   th» 
domination  of  the   Commission   by   the 
Union  of  Municipalities.     The  Govern- 
ment refused,  for  example,  to  allow  th.^ 
I  nion  of  Municipalities  to  appoint  two 
members  on  the  Commission  on  the  evi- 
dent ground  that  the  control  of  the  Gov- 
ernment over  it  would  thereby  be  weak- 
ened; the  Government  .Mso  demurred  to 
.the  release  of  the  Commisaion  from  sub- 
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••ftheSLfT      '^"*'-       A  memb«., 
policy  of  thin  •  '"  •"■'^"-  f''«t  t'lo 

mnwment.  What  it  ^I.-  .  """  "''• 
the  whole  Hydro  Fli!f^'""t^  ''"»  *''«* 
be  -ondncted  «r-  !  "'"""^  «'"»"W 

pal  scheme  the  ^jr^"'""'  »°'""!- 
raised  by  mean,  S  '"•!  '"''^«  '""•■°«f 
tf-e  OoveVmen"  to  the" V"'"'"  ''°" 
"•"nieipal  bond,  jrn2rantee?K"'".u  ""•  '''' 
ernment.  This  «!!  ^  ''•^  *''*  ^^^ 
^ouJd  haye  depriyerfrr"*'  '""'•^"' 
the  P«tronaA^a"d  „f  tt®"''"™™*"*  "^ 

or  '-^'"..t'  of"  h:UlP- eS  '*-' 
terprise.     T*   ««.     .  "•^"/o-fclectne  en- 

B"t  control  inTJL    "'"''"".V  "J^t^d. 

"ometime,  respoSm''^""''"'*^'  »"'' 

■The  Hydro-EIeptrio    r«m»-    • 
raiHi  fo  haye  forced    the    «'""    "P" 
"ito   the   lesrislatior    /,      '''"'"""nenf 

^hfeh  an  at^emp;"  »  !.'  '"''''"'  ^^ 
inyalid  the  coTr«l  "'f'^*'  ^"  ''•'<'''"•- 
t^een   the   O^Tj         ''"*"'''^  ''"to  be- 

»- «nerate  poi^onil't"""^'  »°^ 
I-itisration    has    ariJ;  ""'""'*• 

"blipition.  in  "n  Je  „f  H    "J""t'-««'t»«I 
^^emment    t?   L1^  ?u'  •'''"•^'  "^  the 

«'"•*  -nd  othemiril.      "/'*  *"  «"ter 

^o  prevent  the  S    of  d-f  •'"''"•"•'"" 
"Pon  the  tranwi";."^  ^"^  ^^'n?  "bed 

tbeorvtSttir  "v*':^  p-''  -' 

own  proceedin^i  .n?'/r''"'»  «'  '*' 
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tain   criticisms   hay*  ...     »i.     .. 
f^anadian   and  akl    i!f  ?.  ''I"  ''»''»  '" 
papers.  "•"    ""  E»»"«b    new«- 

"bandon  trpl.  *  r,"""P' *"•»  -"'l  tn 


K'eetric  system  f'u  P'^'''"*''-'  ">«''-o 
'be  part  of  Vhf  ^i-  •"'^''  °^  "'"'J  "n 
^t  >■•  eWden    thaMlT.-"'  J'  -PP-"--"  " 

-riticism  trie  her  ,.ye    '^'"''"  "'•'  "•. 

••rnment  to  feel  „  w.  !    T^^  *'"'  «ov. 

•t"  ^onnd     Th.  „7  ^uf  '•'"■fl'lence  in 

•Joes  not  promise  «n,.  •  ^""miMion 

'"•'thod.     ™""L        '"'"Pt'np    another 
"""-ieipali;  e,7he^  *"  •;".?''^''  »"  ""• 

•'ready  .ommitteda«^7"""'^  ^'"-  "-t^ 
eommitted  «t  yS.  ^•"'  °*''^'-«  ♦«  bo 
'''«ri"ation  an^  I!"?""'  ^'"'  prcyi„„s 
"•^option  0?  a  ^S^f  "^'""ents.  Thn 

••.v  tHe  GoyJrnm  „h7  "n«re?'  •*'"'''  ''''"' 
«">ee  with  its  whoJp  .♦♦•*  .  'y  '"  """ord- 

«"tbeq„e,;?„rtr;L'?fr'''""'^''''* 

that  any  court  of  ,W  u'"""'PP«««"' 
«nch  a  Matter  Lay  S  k'"'  'L''"'*  '^''•''' 
at  once  to  recoS«  fi.  ""v*^*"  ""^  'ail 

Rveni?rh,G'y!*""''*''''°'^- 
-eed  into  ita^Si^'^^^^^^^^^  ''-n  ^>- 

-«I  pressure  from  fh  '^"'"•'^ ''^' '^"t"'' 
tbis  wonid  not  i.n«Ml  *i.""""''f"''ties. 
'"  ^--ape  fr^m  the  i  ^'"  ""^^rnment 
repndiaHon.  nor  w«  ,?rT""'*''  "^  ''" 
mnnieipalitie,  ItT''}'^  ''.  """"e  th.. 
tbemselye,  in  thrJ"*^"""-^  '«  P'-'-e 
-f'^MenlZn        P""*'""  "l'  receiyer, 

'ae'^^HstrVotdThr ''•*''-•'•  ^^^ 
tbe  City  ofVo„t  fol  .\"'""''''P''''>- 
™ter  into  a  loinf^         'nstance.  should 

f."ow„  nlVer  "of'u'Sr  "'*"  «"  "" 
*'e8  for  an  nnknnJl      ^"  "Onieipali- 

•ill  k.v,  „„n,„V.i  "'"»•  '!'•>■ 


'Th«  Finaneial  Pott  of  Canad:" 


provincial  autonomy,  b«ean««  looner  or 
later  there  must  come  an  irreaiatible  df 
raand  that  the  authority  of  the  Dominion 
•hould  be  invoked  to  prevent  irreparable 
injury  to  the  interests  and  the  credit  of 
the  country  ai  a  whole  from  ruinous 
provincial  or  municipal  adventures 

It  is  impossible  for  the  people  of  tlii> 
municipalities  to  judjre  fairly  in  such 
complicated  matters  as  the  distribution 
of  electricity  and  rural  transportation 
especially  when  the  data  which  is  essen- 
f«al  to  a  thoroujrh  understandinjr  of  them 
t»  elaborately  concealed  bv  the  Hvdro- 
Mectnc  Commission,  therefore  the'  first 
thmgr  to  be  done  ia  for  the  manieipali- 
ties  to  insist  upon  a  thoronjrlijroinsr  in- 
vesti^ation  and  report  by  competent  en- 
jnneennjr  experts  and  accountants  ap 
pointed,  not  by  the  Provincial  Govern- 
ment, but  by  the  Dominion  Government 
in  respect  to  all  the  aspects  of  the  Hv- 
dro-Electric    Commission    and   its   pro- 
jects. ' 

If  the  schemes    of    the    Commssion 
which  have  been  endorsed  bv  the  Gov- 
ernment are  sound,  such  an  investisation 
should  be  welcomed.    If  the  report  were 
favorable,  the  advantajre  to  the  Govern- 
ment would  be  obvious:  if  it  were  un- 
favorable, and  if  the  Government  adopt- 
ed Its  conclusions,  the  Government  would 
also  ?ain  credit  throusrh  bavin?  saved 
lion  ''"''""'*  '™™  "°  unsound  specula- 
It  is  very  distressinsr  that  at  this  su- 
premely critical  juncture  in  the  histon- 
of  the  country  when  the  resources  of  the 

Tel    f  TJ"  'I'  ''"'^  ^•^''^  *o  the  "^ 

should  be  distracted  and  the  successful 
prosecution  of  the  war  comnromised  bv 
a  project  which  has  alreadv  led  to  inter- 
national difficulties,  and  has  everv  ?ndl- 
cation  of  eventual  serious  embarrass- 
ment to  the  municipalities  and  the  pro- 
December  9.  1916. 
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xerious   difficulties   with   regard   to   its 
8'ipply  of  power;   the  reasons  are  ob 
vious.     The  Commission  orisrinallv  pro- 
vided  for  a  supply    of  lOO.OOO  'horse- 
power, and  althouRli  the  end  of  this  sup- 
ply was  in  sight  three  or  four  years  ago 
no  steps  were  taken  to  secure  an  addi- 
tional   quantity.      The    Hydro-Electric 
Commission  has  had  no  contracts  for  an 
increased    supply,   no   additional    trans- 
mission lines,  no  separate  batteries,  and 
no  resene  steam  plant.    The  business  of 
the  private  companies  has  been  conduct- 
ed on  an  entirely  different  basis;  thev 
have  carried  on  business  with  the  usual 
precautions  and  safesruards;   they  have 
from  time  to  time  increased  the  number 
of  units  in  their  eeneratinjr  stations  at 
Niagara    Palls;    have    added    to    their 
transmission  lines;  have  purchased  stor- 
age batteries,  and  bave  large  steam  re- 
serve   plants,    the    cost   of  which   has 
amounted  to  millions  of  dollars. 

The   Hydro-Electric   Commission   has 
encountered   the  difficulties  which   that 
body  was  warned  against.    It  is  obvious 
that  witli    increase    of  business,  there 
must  be  reserves  of  power  and  operating 
facilities  to  meet  it.  The  Hydro-Electric 
'  ommission  has  not  conserved  the  usual 
portion   of  profits,  and.  therefore,    has 
been  unable  to  equip  the  necessarv  re- 
server    Tn  any  ordinary  commercial  un- 
rtertakinsr   the    result    would   be   bank- 
ruptcy    There  is  no  royal  road  to  com- 
mercial success. 


i^JO'S  LACK  OP  RBSEEVES. 

The  Hydro-Electric  Commission  is  in 


Is  It  possible  for  the  Commission  to 
extncate  itself    and  to  overcome    this 
fundamental   weakness?     Some  months 
ago  the  Commission  obtained  the  right 
from  the  Local  Leanslature  to  "enerate 
mjwer  from  the  Niaeara  and  Chinpewn 
Rivers,  but  the  sunplv  from  this  source 
«i!I  not  be  availsWe  for  at  least  four  or 
Ave  years.     At  the  present  moment  the 
Commission  has  appealed  to  the  Domin- 
ion Government  to  restrict  the  export  of 
nower  from  the  Power  House  on  the 
Canadian  side  to  the  United  States,  fat 
under  the  franchise  of    the  Canadian 
Companies  they  are  entitled  to  export 


■'  m 
i^' 


^{VHdt^v  ' 


one-half  „f  their  production,  and  of  the 
hree  comp.n,e..  onl,  „„e  of  then.  i.  ex- 

the  Canadian  Niagara  Power  Comp«,y. 
^  l-oon  be  .n  the  «in,e  position,  «,'S 
but'hlrT'"'''^''"'^^''""^  there: 
a^.ii.nh-  "  '"»"™°'">table  difficulty 

also  against  the  building  of  the  proposed 
Chippewa    Power   plant,    namely,    S 

ureat  Britain  and  the  United  States 
made  through  the  International  Watr 
«a.\ 8    Commission,    whereby    the    total 

from  t  fe^v""'*""  "''•""  """'"^  ^^^^^^ 
from  the  Niagara  and  Chippewa  River- 

it'  f  r  ^T'K^  *"  ''•^  •"""""»  no^  be: 
ing  taken  by  the  Canadian  Power  Com- 
pame_^there  is  a  small  quantity  of  se" 
llach  „;'.rif'  """  "vailable  without 
Sfor  fh  ^'•^?*-^'  ^»t  nuite  insuffl. 
?  J?l  ''.^'••^'"«''  purposes—and 


fh-  -   ~  --1....CU  purposes and 

the  amount  of  power  to  be  imported  into 

and  cannot  properly  be  altered  withou. 
the^eonsent  of  the  authorities  at  Wasj! 

Should  action  he  taken  by  the  Domin- 
ion Oovernment  in  this  matter   at  vari 
ance  with  the  Treaty,  retaliat L  „iX 
H.  expected  in  anthracite  and  petXi! 

nri^  "r '"!i  '■/*"'  P*'"''''^"^  in  the  Sn- 
pmne  Court  of  Ontario  for  an  injunc- 
tion to  restrain  the  Hydro-Electric  Com 
m»«on  and  rhe  Attorney-Oenerarof  the 

ffrmmd  that  in  t^e  franchises  of  the  Can- 
tario  C^""'""  '^'  Government  of  On- 
tall  w.?'r"!?  """t"-*^  never  to 

Hi^er:!:^?-^;^^^^^^ 
'fTctSTatr^'^-^^-s 

These  are  some  features  of  the  situa- 
t  on  unon  which  those  wl^o  enthusS- 
allv  voted  for  the  Hvdro  nmoosals  on 
Mondav  last  might  well  reflect. 
Toronto,  January  6,  1917. 


THE  HTDBO  MBirAOB. 

However  eaaUy  Sip  Adam  B««k  may 
be  ab  e  to  hypnotiie  the  ratepayer,  of 
Ontario  to  support  his  ill-judged  H^dro 
Llec  no  project,  by  the  alluring  C" 
of  "public  ownerahip,"  u  L^evidrn, 
that  inve.tor,  will  form  ther  own  con! 
•••""ion.  a.  to  the  wundnew  of  hU 
Hchemea  and  the  ju.tice  of  hi.  attitude 

Zm»".  P'""'  '"'"""•    The  London 
financial  press,  which   is  an  important 

tion    f     1    »"•'"  'l""*  "  '*•  "ondenma- 
t.o«  of  what  1.  referred  to  a.  the  "On- 

M>«  7^»c  Ftnancter,  i.  fraught  with  grav.. 
IZIv't  i°   undertaking.:  which  Ter 
es  abl^hed  with  the  aid  of  British  eapi- 

flL  Tt  ^°1""'  P""*"  '•"'  followin..^ 
from  a  Toronto  corrcpondent  in  refer- 
ence to  the  attitude  of  the  commisaion  - 


fortunately  "om!  n^*!.""*  *"  "^P''-     "»■ 

built"  dH;,,*^",";  ?„'''*  ?.'i:«'*',r'p°'-"»''»  «»•' 

'arl..v  he  euC  iSS  thj  nnHi""  ?^  *"«  "»»»»- 
Toronto,  January  27,  1917. 


ONTARIO  POWEE  SOAHDAL. 

Wmtow  Policy  of  Provincial 
QoTonuneiit. 
The  attitude  of  THE  FINANCIAL 
J^w&T  in  connection  with  the  Hvdro 
Commission's  development  .chemef  in 
Ontario  ha,  again  been  supported  b^ 
The  Financier,  of  London,  whWi  makes 
"ome  pointed  remark,  aboit  th«  ,oSS. 


m    I 
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tie  tendencies  of  the  Ontario  Govern - 
ment.  In  quoting  THE  POST'S  recem 
editorial  on  the  subject  of  heavy  capital 
expenditures  under  the  prevailing  finan- 
cial conditions,  it  is  pointed  out  thai 
there  is  evidently  more  ooneern  bein^' 
shown  for  the  welfare  of  the  province 
than  for  the  Dominion  or  the  Empire. 
We  qnote : — 

Til*  Xurlallxtlc  (lovcrnmeiit  which  now  con- 
trulH  tbr  I'rn<rliii-e  iif  Untirlo  la  more  cooeeniMl 
with  the  wclfaro  uf  the  iteople  of  that  Province 
than  with  that  of  thv  Dnmlnlon  of  Oaniida  or 
u(  the  Empire.  Utberwiw-  It  would  not  be  llght- 
heartedl;  proceeding  with  the  icheme  for  «o 
enormoni  ex|R-ndlture  of  public  money  on  wurki 
which  might  very  well  hnve  been  deferred  until 
after  the  end  of  the-  war.  In  tbl*  li  runt 
counter  to  the  wiahei  of  the  LlenteDant-<iov- 
ernor  of  Ontario,  whoae  Chrlitmaa  meiuie  con- 
tained a  grave  warning  an  to  the  Inexpediency 
of  promoting  unneceuary  public  work  at  thU 
Juncture.  It  will  be  remembered  that  the  pro- 
gram of  the  Hydro-Elect  ric  Commlaalon,  who 
are  the  nomljieea  of  the  Ontario  Uovernment. 
Involve*  the  expenditure  of  a  sum  of  from  20  tu 
W  million  dollari  for  a  power  plant  on  the 
t'hippewa  River,  where  It  Joiiia  the  Niagara 
Klver  above  the  FalU,  and  10  million  dollars  for 
a  freab  tranamlaalon  line.  To  accomplish  tbia 
project  they  have  ridden  rougbahod  over  the 
rights  of  the  Britlah  Investors  who  subscribed 
to  the  bonds  of  the  Electrical  Development  Com- 
pany of  Ontario  on  the  faith  of  a  contract 
.  which  was  subsequently  set  aalde  by  an  Act 
ruahed  through  the  Ontario  Leglalature.  The 
plan  also  Involved  the  construction  of  a  hydro- 
radlal  railway  system  throughout  the  Province, 
and.  Incredible  aa  It  may  aeem,  this  bare- 
brained  scheme  Is  being  persisted  In,  notwlth- 
/■tandlntr  the  urgent  need  of  the  Empire  for  the 
cii.iltal,  the  labor  and  the  materials  that  will 
le  absurbed  by  this  purely  local  undertaking. 

The  propoKal  has  been  sharply  criticised  by 
the  Canadian  flnanclal  press,  and  it  Is  fltting 
that  the  attention  of  British  Inveetora  should 
again  be  drawn  to  the  scandal.    In  proceeding 
with  this  big  expenditure  of  public  money  on 
"Improvements"  which  are  of  little  more  than 
liarochlal  value  the  Hydro-Electric  Commission 
Is  doing  a  dia-aerviee  to  the  Ontariana  who  are 
serving  with  the  Colnra,  including  many  of  Ita 
own  employees,  and  Is  setting  a  bad  example  to 
public    bodies    throughout   Canada.     The   pro- 
vision of  radial  railways  throughout  the  Prov- 
ince may  be  advisable,  though,  aa  THE  FINAN- 
CI.\I.,  POST  OF  CANADA  points  out.  there  Is 
absolutely  no  proof  that  such  railways  would 
pay  working  expenses,  but  their  construction  at 
the   present  time   would   be  little   abort  of  a 
crime  against  the  welfare  of  the  country.    Our 
contemporary  goes  on  to  ahow  that  before  the 
war  Canada  had  In  the  aggregate  spent  a  dis- 
proportionate amount  of  her  resources  In  actual 
means  and  had  seriously  strained  her  credit  by 
excessive  public  works,  especially  railways.  Steel 
is  Just  now  not  only  at  a  blgb  priee,  but  every 


pound  which  la  made  la  needed  for  the  purpose* 
of  lb*  war.  The  demand  for  money  tot  the 
purposes  of  th*  war  Is  al*<i  heavy,  so  heavy  as 
to  cause  anxiety  to  everyune  who  Ukes  a  seri- 
ous view  of  the  future.  Yet,  In  spite  of  these 
facta,  aay.  THE  POST,  we  have  a  few  person* 
who  have  never  exhibited  any  real  aagaclty  In 
public  life  urging  the  expedlture  of  Immeum- 
■unis  of  niuney  and  the  addltluii  to  the  demand 
fi>r  ate«l  of  very  large  quantities  at  this  tragical 
moment.  Murely  it  1*  time  that  these  -few 
l>ersona"  were  called  sharply  tu  account  by  the 
responsible  authorities  at  Ottawa,  who  have  It 
In  their  power  to  prevent  the  perpetration  of  a 
grave  injuallce  tu  the  cre<lll  ..f  the  Dominion 
*nd  tu  the  brave  Canadians  who  are  lighting  for 
the  Empire. 

The  annual  report  of  the  Toronto  Hydro^ 
hiectric  Cunimlsslon,  Issued  In  July,  conulned 
no  mention  of  this,  eontemplnteil  expenditure 
The  hydro-radial  railways  project  was  not  even 
referred  to,  but  the  growth  of  tbe  City  of  Tor- 
onto was  alleged  to  compel  further  extensions 
from  time  to  time.  The  vague  promise  was 
made  that  'every  care  will  be  taken  at  all  times 
but  especially  during  the  present  time  of  war 
Hiresa,  to  limit  the  extensions  within  tbe  re- 
<lulreiiieniHof  H  siiunil  and  icmserviiilve  pollii  " 
■Vpparently  this  promise  Is  to  be  treated  a*  wa» 
the  contract  with  the  syndicate  which  after- 
wards became  the  Electrical  Development  Com- 
pany of  Ontario— that  is  to  say,  as  a  mere  scrap 
of  paper.  It  1*  true  that  In  Us  public  adver- 
t  aements  the  Hydro  Electrical  Commission 
.lalm*  that  In  voting  for  the  by-Uws  author 
Xing  tbe  hydru-radlal  project  they  are  not  vol 
Ing  money.  But  they  are  voting  authority  to 
the  Commission  to  Incur  oltUgatlons  to  an  un- 
limited extent,  for  which  tbe  people  will  have 
to  pay,  and  tbe  reputation  of  the  Commission  In 
flnanclal  circles  Is  not  such  that  the  mouey  will 
he  found  on  easy  terms. 

February  17,  1917. 


PVBUO  ENnTLBS  TO  HTDBO- 
EUBOTBIO  AUDIT 

Ck)T«nim«it   Aanonncfld    a    Tmut    Ago 

That  Bzamiaatton  of  Aoooimu 

Would  b«  Mad*. 

About  a  year  tt/go  the  Government  an- 
riounoetl  in  the  newspapers  that  Messrs. 
('larksoii  &  Sons,  chartered  arrountants, 
liad  been  instructevi  to  examine  tbe  a*-- 
eounts  of  the  Provincial  Hydro-BIectric 
(Commission  and  to  prepare  a  report  up- 
on them.  A  sufficient  len^h  of  time 
has  now  elapsed  to  justify  the  belief 
that  the  report  is  now  in  the  hands  of 
the  Government.  The  question  is,  when 
is  it  goinK  to  be  put  in  the  hands  of  tbe 
public  r     The  Provincial   Treasurer  an- 
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Tor»n»o,  If.wh  3^  1927 


m^nt  in  di«,.|„,ii*r,  ^J"^  govern- 
not  faromble  thT^   k?      ""'•     ''  <»  '" 
'yonbie,  the  pnblic  o,i,jht  to  know 
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